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Jospin moves to 
play down coalition 
differences over 
single currency 

In a wide-ranging interview wfth 
the datty La Monde, Lionel Jospin, 
the French prime ministar, sought 
to ptay down differences within 

his government over the European 
single currency and Its Impact 
on French sowsreignty on the eve 
of a parliamentary debate on the 
issue. Page 2 

E German salary Bantings drop 

Total east German wage and salary 
earnings fed last year for the first 
time since unification eight years 
ago. Pages 

Bate team sat for Kosovo talks 

A Nets crisis team arrived in Tirana 
for talks with the Albanian defence 
ministry after dashes on the border 
with Serbia's southern province of 
Kosova Page 2 

Cwb sought on US MBne CD sales 

The UK music industry Is consider- 
ing ways of preventing US-based 
internet retailers from selling 
albums and singles by mail order 
to UK consumers. Paige 10 

Russia denies Kurile Islands deal 
Russia rebuffed Japanese reports 
that Moscow was considering 
relinquishing sovereignty over the 
disputed Kurile Islands, seized by 
the Soviet Union in 1945. Page 4 

Visit highlights China-Japan unease 
The Chinese vice-president, Hu 
Jintao, arrives in Tokyo today for a 
six-day visit that will bring to the 
fore the underlying unease in Sino- 
Japanese relations. Page 4 

Vatican urged to ait Taiwan inks 

China's cathode church said Pope 
John Paul would be “welcome" to 
visit China If toe Vatican , switches 
diplomatic recognition from Taiwan 
to mainland China. Page 4 

Indian PM sacks mUstor 

India’s prime minister sacked his 
communications minister In a move 
widely viewed as an attempt to 
appease a powerful partger In the 
coalition government Page 4 

Otaton urges anti-tobacco MS 

US President BU Cftrrton warned 
Congress not to be deceived by . 
toe “smokescreen" put up by the 
tobacco industry and urged toe 
passage of a tough anti-tobacco 
bill Paged 

Mexican reforms face hard passage 

President Ernesto Zecfifio's financial 
reforms are heeded fora stormy 
passage through congress as 
opposition parties belle at the cost 
of rescuing Mexican banks. Page 0 

Ecuador hft by political bickering 

New measures to cut Ecuador’s 
budget deficit have run Into poflti- 
cal opposition after atop US rating 
agency cited political bickering as 
a principle reason for downgrading 
the country’s prospects. Page 8 

Motta death blow to Brazil 

Sdrgfo Motta, BrazD’s communfca- 
tions minister, has (tied after suf- 
fering a lung Infection, dealing a 
huge political and personal blow to 
president Fernando Henrique Car- 
doso. Paged 

Abacba set for sole camfidacy 

Sani Abacha, Nigeria’s mHrtary 
leader, looked set to become the 
sole candidate In next August's 
presidential elections. Page 8 

Anti-apartheid archbishop dies 

Arch trishop Trevor Huddleston, 
who devoted much of Ws tffe to 
the struggle against apartheid In 
South Africa, has (tied, aged 84, 

The archbishop wes one of the 
founders of the Anti-Apartheid 
Movement In 1958. Obituary, 

Pages 
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Volkswagen steps 
up drive to block 
Rolls-Royce Motors 
sale to rival BMW 

Volkswagen, the German carmaker, 
is stepping up efforts to stop Its 
rival BMW from taking over 
Rolls-Royce Motor Cars. VWs 
supervisory board meets on Satur- 
day and is expected to approve an 
[mproved £370m offer for toe lux- 
ury car producer. Page 29 

Deutsche Bank’s asset 
management chief Michael Dobson 
plans to step up expansion efforts 
in Europe and toe US to ensure a 
leading rate (n the repktiy consoli- 
dating industry. Page 29 

Llffe, the London futures 
exchange, stole a march on com- 
petitors wtto plans to launch the 
first derivatives contract denomi- 
nated in toe future single European 
currency. Page 29 

Bechtel, toe US construction 
group, signed a $600m deal wfth 
Croatia to build a 120km four-lane 
motorway from its Slovenian bor- 
der through toe capital, Zagreb, to 
toe border with Bosnia. Page 5 

tntematto na l headhunters hope to 
have found a chief executive by 
toe end of May for the company 
that wW be spun off from Intelsat, 
the inter-govemmental satellite 
consortium. Page 6; Observer, 
Page 27 

Travelers, the US financial services 
group which earlier this month 
agreed to merge wfth Citicorp, 
reported record first-quarter earn- 
ings of just over $1bn, exceeding 
analysts’ estimates. Page 29 

Rupert Munfech moved Into Russia 
and stand ar d telecommunications 
wfth an $81 m cash deal with Cable 
and Wireless for stakes in three 
eastern European telephone com- 
panies, through News America, a 
subsidiary of News Carp. Page 32 

Bangkok Bank of ThaHand kicked 
off the sector's ftst-quarter. report- 
Tng^saasorvwfth a 98 per cent fati 
in profits, just days ahead of toe 
pricing of a planned share issue 
designed to raise Si bn. Page 29 

au* saw its shares rally bn 
tiret-quartw net income of S521m, 
up 20 percent, and on speculation 
its new osteoporosis drug may 
also be used lor breast cancer pre- 
vention. Page 31; Lax, Page 28 

Ctatob Corporation chairman Dean 
O'Hara said he would regard a 
planned US-China summit in June 
as a faflure unless two new insur- 
ance licences were awarded to US 

companies. Page 5 

Cenda n t, the marketing group 
which had Its share price almost 
halved after reporting “potential 
accounting irregularities”, saw Its 
stock gain after appointing a new 
chief financial officer for its Alienee 
Marketing division. Page 30 

Cathay Pacific shares jumped 72 
per cent, fusflfng speculation of an 
ownership restructuring of the 
Hong Kong flag carrier. Page 32 

etna Rang, who made hte fortune 
manufacturing equipment for 10- 
pin bowling alleys, said his Shang- 
hai Zhongtu company bought a 
floor of toe new Shanghai stock 
exchange building as a step 
towards expanding Info financial 
services. Page 32 
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Albright asks 
Netanyahu 
and Arafat to 
London talks 


By Marie Suzman to WasMngbm, 
Bange Parker ta Gaza md 
Jody Dempsey in Jerusalem 


The US has invited Yasstr Arafat 
the Palestinian leader, Benja- 
min Netanyahu, the Israeli prime 
minister, to talks in London an 
May 4 to try to break the dead- 
lock in the stalled Middle Bast 
peace process. 

A spokesman for Madeleine 
Albright, the US secretary of 
state, said she had requested the 
meetings “some time ago” to 
determine if new US proposals 
could provide a basis for a break- 
through. She plans to meet sepa- 
rately with the two leaders. 

Mr Arafat and a spokesman for 
Mr Netanyahu both welcomed 
the invitation. 

Mr Arafat, the president of the 
Palestinian Authority, said he 
would travel to London to play a 
“positive” role in negotiations. 
Speaking after talks with Tony 
Blair, UK prime minister, in 
Gaza, Mr Arafat said the Euro- 
pean Union should also play a 
foil part in the talks. 

Mr Blair will host the London 


faPra pn behalf of the EU and he 
said he hoped to play a personal 
role. Britain currently holds the 
presidency of the EU. 

David Bar-nian, adviser to Mr 
Netanyahu, said last night: “We 
wholeheartedly look forward to 
thi.R visit. It will mean progress. 
We want progress.” 

In Washington, James Rubin, 
Mrs Albright’s spokesman, 
warned that the discussions “can 
be useful if, and only if, decisions 
are made no longer on proce- 
dures but on substance”. 

He acknowledged there were 
still “very si gnificant and diffi- 
cult roadblocks” to restarting the 
negotiations. He said Dennis 
Ross, the US special envoy to the 
Middle East, and Martin Indyk, 
assistant secretary of state, 
would travel to the Middle East 
later this week to try to iron out 
some of the difficulties before the 
London meetings. 

The May 4 meeting has particu- 
lar significance. Mr Arafat said at 
the weekend he would almost 
certainly declare a Palestinian 
state on May 4 next year. If this 
were done unilaterally, it would 



Pointing the way ahead: British prime minister Tony Blair (left), with Palestinian leader Yasstr Arafat 


Reuters 


bring the Middle East crisis to a 
head- 

There has been a series of 
meetings in the US and Europe 
since last autumn, ah of which 
have foundered on Israel’s 
refusal to meet Its existing com- 
mitments to the Palestinians. 

Mr Bar -HI an said one of the 
main issues to be discussed in 
London would be the overdue 
second Israeli troop withdrawal 
from the West Bank. Israeli offi- 
cials insist that any pullback Is 
contingent on the Palestinians 
cracking down on terrorism and 


meeting other conditions set by 
the Israeli government 

Mr Blair said his five-day tour 
of the Wddle East bad “helped to 
clear the log jam” In the peace 
process. “There’s no doubt that 
people here are impressed by 
what we have been able to 
achieve in Ulster.” he said. He 
stressed the US would continue 
to take the lead in negotiations 
and that the EU would play a 
“complementary role". 

Mr Arafat said he wanted the 
London talks to be a four-way 
process, involving the US and 


Israeli, Palestinian and EU repre- 
sentatives. Mr Blair envisages a 
more low-key occasion. 

A question mark remains over 
whether Mr Netanyahu will 
travel to London, despite his 
assertion on Sunday that he 
would “travel anywhere at any 
time” to move the peace process 
forward, 

Mr Blair was h olding further 
talks with Mr Netanyahu this 
morning, before returning to 
London. 


Editorial comment, Page 27 


MINISTERS AGREE RESTRUCTURING STEPS TO REDUCE OVERCAPACITY, DUPLICATION AND INEFFICIENCY 




European defence consolidation accelerates 


By Alexander Hfcofl in Inodan 
sad Dmfd Owen In Paito • . 


European defence ministers last 
night agreed a series of steps to 
accelerate consolida ti on of then- 
defence Industries, which are 
dogged by overcapacity following 
the sharp fall in defence spending 
since the end of the Cold War. 

The defence ministers of 
France, Germany, Britain, Italy 
and Spain, who met In Paris, said 
they would sign a letter of intent 
in June cementing principles 
established yesterday and setting 
up an organisation to implement 

tT)grn 

Industry ministers of the five 
nations are due to meet in Lon- 


don this evening- 
... • George Robertson. UK defence 
secretary, said: "D.efence and 
industry ministers are deter- 
mined to get this process going 
because thousands of jobs and an 
industry of huge Importance to 
Europe are at stake.” 

They are concerned that a frag- 
mented arms industry wlQ not 
produce value for money in 
defence procurement and that 
they will increasingly be under 
pressure to place orders with 
larger US companies. 

The ministers agreed they 
should move towards harmonis- 
ing procurement and look for 
common solutions to weapons 
needs which avoided wasteful 


duplication in research and 
development, and manufacturing. 
To facilitate this, they said they 
would take steps to alter export 
procedures so that equipment 
could be exported which included 
sub-systems manufactured in 
other partner countries. 

Since the elimination of over- 
lapping capacity could leave indi- 
vidual countries without indige- 
nous suppliers of key equipment 
such as ammunition, the minis- 
ters agreed to take measures to 
ensure security of supply. They 
would tow? depend on e*r»Ti other 
to provide necessary equipment 

Other areas on which they 
agreed to taka action included 
security of information - ensur- 


ing the protection of classified 
information as it passed to a joint 
European company - and intel- 
lectual property rights. 

Yesterday’s agreement carries 
through an undertaking given 
last December when the heads of 
government of Britain, France 
and Germany called on aerospace 
and defence companies to pro- 
duce an action plan for restruct- 
uring to create a more efficient 
and competitive industry. 

Though they saw it as the com- 
panies' responsibility to produce 
the plan, they said then: “We 
undertake for our part to imple- 
ment the necessary measures in 
national policies relating to this 
industry in order to facilitate this 


restructuring, " The addition of 
Italy and Spain to last year’s tri- 
lateral initiative underlined the 
urgency with which European 
governments view the issue. 

British Aerospace, Aerospa- 
tiale, Daimler-Benz Aerospace 
and Casa of Spain - the partners 
in the Airbus consortium - have 
submitted a response agreeing 
they should form a European 
company under a single manage- 
ment to bring together an their 
aerospace and defence interests. 
But they made clear there were a 
number of obstacles over its 
make-up and shareholding struc- 
ture. 

Saab-fiAe link to strengthen, Page 33 


Akzo Nobel in $3bn 
bid for Courtaulds 


By Roger Taylor to London 
and Barbara Soft to Amsterdam 


Akzo Nobel, the Dutch chemicals 
group, has agreed a £L8bn ($3bn) 
takeover bid for Courtaulds, the 
UK paints and fibres business, in 
a deal that will make it the 
world’s biggest paints company. 

Courtaulds is recommending 
the 45Qp a share offer as better 
value than its own plans, 
announced in February, to 
demerge its fibres business from 
its paints operations- 

However, analysts said share- 
holders should wait to see 
whether other bidders emerged. 
Several other companies are 
understood to have also talked to 
Courtaulds about buying its 
paints business, including Impe- 
rial Chemical Industries of the 
UK and PPG of the US, before the 
company entered negotiations 
with Akzo. Courtaulds shares 

rose 7%p to 450p yesterday. 

Gees van Lede, Akzo Nobel 
chairman, said commercial 
advantages were the driving 
throe behind “the deal rather than 
cast savings or job losses, which 
are expected to be insdgnificacat 

Akzo is the second biggest 

paints wimpany after ICS and is 
strong in decorative paints. Buy- 
ing- Courtaulds, which specialises 
to marine, aerospace and powder 
paints, will strengthen its indus- 
trial paints division. 

Akzo said it did not expect the 
deal to run into competition con- 


cerns. However, analysts warned 
that _ regulators might object to 
the combined groups’ dominant 
position in the supply of coatings 
to the aerospace industry. 

Mr Van Lede was particularly 
pleased with Courtaulds’ network 
in Asia, which would increase 
the share of the company’s coat- 
ings turnover In that region from 
3 to 10 per cent He said Akzo 
Nobel would seek rapid expan- 
sion in the Asia-Pacific zone, 
although only to smaD steps. 

Akzo Nobel shares rose by 
about 5 per cent in Amsterdam, 
after the company said the deal 
would add to earnings per share. 
At 450p per share, the Courtaulds 
price is about 22 times expected 
earnings for the year to March 
1998 on forecast pre-tax profits of 
EllOm. 

The shares are 66 per cent 
above the 271V4p share price on 
the day before Courtaulds 
announced its restructuring 


Courtaulds said that if the deal 
was approved it would not pay its 
final dividend for the year to 
March 31, 1998, which was 
expeced to be about Up.- 
Afczo plans to combine Court- 
quids' fibres business with its 
own and demerge the combined 
group. Gordon Campbell, chief 
executive of Courtaulds, is expec- 
ted to them become head of the 
resulting new textiles company. 

Lex, Page 35 
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EUROPE - 


Van Miert bans cash for airport slots 


By Meted StapHor in London 
art Samer Iskaadar In Brussels 

Karel Van Miert, the EU 
competition commissioner, 
yesterday warned British 
Airways and American Air- 
lines that they would not be 
allowed to receive cash for 
airport slots they gave up in 
exchange for approval from 
Brussels for their planned 
allian ce 

The two airlines have said 
they Intend to sell any take- 
off and landing slots they 
are required to dispose of at 


London's Heathrow airport 
But Mr Van Miert told the 
European Parliament's 
transport and tourism com- 
mission: "We cannot accept 
the sale of slots." 

Hie Commission is expec- 
ted within the next few 
weeks to announce the con- 
ditions under which it is pre- 
pared to allow the BA-Amer- 
laut aTlianrx to proceed. Mr 
Van Miert had raid the two 
airlines would be required to 
give up about 350 weekly 
dots at Heathrow. The air- 
lines rejected the figure and 


the Commission is working 
on compromise proposals. 

The alliance, which was 
first announced in 1996, 
Involves coordination of BA 
and American pricing, mar- 
keting and flight schedules. 
The Commission is also 
investi gating other airline 
partnerships, including the 
Star Alliance, led by Luft- 
hansa of Germany and 
United Airlines, of the US. 

Brussels officials have 
been discussing several pro- 
posals far the legalisation of 
the sale of airline slots. 


Although the sale of slots is 
widespread, the Commission 
says it is Illegal. Airlines 
may trade slots, but they are 
not allowed to receive cash 
In return. 

Ciwnmissipp nffl piala have 
consid e red various solutions, 
including one which would 
allow the sale of slots in 
return far concessions from 
airlines on “grandfather 
rights". This is the system 
under which Hir-Unaa which 
have been awarded airport 
slots can continue to hold 
thorn indefinitely. 


Under the proposal, air- 
lines would agree to transfer 
a small proportion of slots to 
new entrants In return for 
the right to buy and sell any 
other slots an the secondary 
market 

However, officials say Mr 
Van Miert ’s opposition to 
slot sales means this .pro- 
posal is unlikely to be 
accepted. Mr Van Miert is 
understood to have argued 
«Tmt a ir por t slots are public 
property and that airlines 
should not have the right to 


Donald Carty, American 
Airlines' president said in a 
recent Interview that he did 
not think Mr Van Mlert's 
opposition to slot sales 
would be fetal to his compa- 
ny's planned alliance with 
BA. He said that while giv- 
ing away “a whole lot of 
slots on day one is not going 
to make much economic 
sense to us or BA", ways 
could be found of providing 
space at Heathrow far other 
airlines. "1 think there are 
some ways of finessing this." 
he said. 


New party 
links with 
National 
Front 

By Hobart Bahaa ia Paris 

A rightwing party has been 
formed in France’s Rhdne- 
Alpes region by Charles Mil- 
Ion. the area’s new presi- 
dent, who last month agreed 
to forge an alliance with the 
National Front 

The party, to be called The 
Right, is at the moment lim- 
ited to the Rhone- Alpes. the 
second wealthiest region in 
the country. The move 
breaks fresh ground by 
embracing a dialogue with 
the National Front. Until 
now the Front has been 
regarded a pariah because of 
the racist and xenophobic 
policies of its leader, Jean- 
Marie Le Pen. 

The formation of The 
Right has also caused a stir 
among moderate rightwing 
parties because of Mr Mil- 
Ion’s prominence as a farmer 
defence minister and associ- 
ate of President Jacques Chi- 
rac. His action has under- 
lined the disarray among 
two main rightwing opposi- 
tion groups - the Gaullist 
RPR and the more liberal 
UDF - in the wake of an 
unconvincing performance 
in M«w»h regional elections 
and an unexpected loss in 
the general elections last 
year. 

Mr Mffion's band was 
forced because he was 
expelled from the UDF for 
agreeing to rely upon 
National Front support for 
the presidency of the region. 
Three other UDF politicians 
also disobeyed orders from 
Paris and pressure from 
President Chirac to forgo 
their alliances with the 
Front 

However, a quarter of the 
region’s RPR and UDF 
regional councillors refused 
to go along with Mr Milton's 
proposal to form a new 
grouping. 

Mr Mlllon declared his 
new party would "gather in 
all the tendencies” of the 
right whether “nationalist or 
European, traditionalist or 
renovator". 

Rightwing politicians con- 
demned Mr MiUon's action 
for providing an unwelcome 
respectability for the 
National Front 

But Mr MiUon's supporters 
argue the National Front has 
accepted his programme of 
regional government. They 
add the RPR and UDF have 
shown themselves incapable 
of stemming the rise of the 
Front, which now commands 
over is per cent of the 
national vote. 

Meanwhile, the UDF has 
found it hard to decide 
whether it should merge 
with the RPR. The RPR 
itself, which firmly opposes 
a merger with the UDF. is 
constrained by Mr Chirac, 
its founder, who seems 
uncertain which political for- 
mation would best help him 
win re-election. 


No drama over the euro, says Jospin 


By Robert Graham Id Paris 


Lionel Jospin, the French 
prime minis ter, yesterday 
sought to play down differ- 
ences within his government 
over the European single 
currency and its impact on 
French sovereignty on the 
eve of a parliamentary 
debate on the issue. 

In a wide-ranging inter- 
view with the daily Le 
Monde, Mr Jospin said the 
differing views of his coali- 
tion partners were well 
known. As a result, he said 
the debate “will hold no sur- 


prises and thus there wfll be 
no drama”. 

The Communist party, 
which four ministers in 
the cabinet, remains firmly 
opposed to tite adoption of 
the single currency *md con- 
tinues to call for a referen- 
dum. Evai members of toe 
prime minister’s Socialist 
party such as the interior 
minister, Jean-Pierre Chevd- 
nement, dislike tho idea of 
AmhraHng ttrn eUTO and los- 
ing control of mone ta ry sov- 
ereignty. 

Although thp Communists 
have made it clear they 


intend to remain in toe gov- 
ernment, their differences 
with the Socialists on the 
euro are an anhaxrassment 
to Mr Jospin and an encour- 
agement for the Eurosceptics 
in the rightwing opposition. 

The two-day parliamen- 
tary debate on French adop- 
tion of the single currency 
offers the last occasion for 
diss enting voices to be heard 
before the EU summit to 
launch the euro on May 2-3. 

Mr Jospin told Le Monde 
he thought there would be a 

ftn m p m rwisp flo tatio n to the 
deadlock over the presidency 


of the future European Cen- 
tral Bank. But he repeated 
the tough Rnw of President 
Jacques Chirac last week, 
threatening to veto toe cur- 
rent main candidate, the 
Dutch banker Wlm Dtrisen- 
berg, if France was unhappy 
with any compromise deal 
Mr Jospin appeared anx- 
ious to figfae the initiative in 
the wake of President Chi- 
rac’s unexpected press con- 
ference last week, which 
contained several scarcely 
veiled criticisms of the 10- 
month-old leftwing govern- 
ment. Mr Jospin defended 


Italy’s budget a 
guarantee of good 
Emu behaviour 

The Treasury minister’s draft is designed 
to reassure EU partners and keep the left 
quiet at home, reports James Blitz 


A fter years of doubt 
about Italy’s chances of 
qualifying for Europe's 
economic and monetary 
uninn , Carlo Azeglio Ciampi. 
the treasury minister, yes- 
terday began a debate in par- 
liament on an outline budget 
for 1999 that should seal the 
country’s membership. 

The document tradition- 
ally sets the broad parame- 
ters for restructuring the 
public finances ahead of a 
full-scale debate on the 
finance bill in the autumn. 
This year toe outline budget 
has been drawn up to assure 
other European Union mem- 
bers that Italy will not begin 
a spending spree if it is 
given the green light to 
adopt the single currency, 
the euro, at the EU summit 
in Brussels next month. 

The initial signs are that 
Mr Ciampi - who carries 
considerable personal credi- 
bility in EU circles - will 
convince his counterparts of 
his commitment to budget- 
ary rigour. The outline bud- 
get suggests Italy should 
reduce its overall debt bur- 
den by 2001 by around 14 
percentage points to 107 per 
cent of grass domestic prod- 
uct 

Achieving this has 
required the mildest budget- 
ary adjustment Italy has 
seen for years. Much of the 
reduction will come about 
because of the impact of 
lower interest rates on debt 
servicing. 

I n an attempt to seal the 
support of hawks in Ger- 
many and the Netherlands, 
Mr Ciampi has gone to con- 
siderable lengths to ensure 
that the document is ratified 
by the budget commission of 
the Italian parliament before 
the final decision on Emu 
entrants is taken at the EU 
summit. 

Although ratification will 
not guarantee that the 
finance bill goes through all 


its stages tins autumn, the 
budget commission’s back- 
ing for the document will 
mean that the Reconstructed 
Communists (RQ. who pro- 
vide Romano Prodi’s govern- 
ment with its parliamwrfar y 
majority, have signed up to 
the budget's broad aims. 

Winning over the commu- 
nists has not been easy. 
While Mr Ciampi has been 
trying to look rigorous in 
Brussels, they have made 
life uncomfortable for the 
government back home by 
demanding leftwing policies. 

A de mand by Fausto Ber- 
tinotti, the group’s leader, 
that the privatisation pro- 
gramme should be slowed 
down has been partly con- 
ceded. The government 
makes no mention in the 
outline budget of its plans to 
privatise Enel, the electricity 
giant, next year. 

The communists, mean- 
while, have grudgingly con- 
ceded that toe g ove r n ment 
should reduce its stake in 
Eni, toe oO an d gas conglom- 
erate. to 35 per cent this 
summer. But the govern- 
ment has been forced to 
make clear that it will keep 
a “golden share” in Eni that 
allows it to control board 
appointments. 

However, the Recon- 
structed Communists have 
clearly lost out on labour 
policy. In recent months, Mr 
BertiDotti had been pressing 
for a huge boost to employ- 
ment in the south - at one 
stage be demanded the cre- 
ation of a state agency that 
could immediately deliver 
100,000 jobs. 

Mr Ciampi has not acqui- 
esced. He has resisted pres- 
sure from Mr Bertinotti to 
make a commitment to bring 
unemployment down from 
125 per cent to below 10 per 
cent by 2001. Treasury offi- 
cials insist that it 
is not possible to make con- 
crete predictions an employ- 
ment when some 5m people 



his record of budgetary man- 
agement white hi g hli ghting 
his plans for institutional 
reform. 

0 Helmut Rohi, the German 
chancellor, expressed confi- 
dence that EU leaders would 
reach a decision on the ECB 
presidency at the summit 
nmtt month, Peter Norman 
reports from Bonn. Mr Kohl 
refused to ma ke any detailed 
comment on the issue, but 
he he expected thu deci- 
sion would be a wise one. 
“You can reckon on a good 
result," he told a news. con- 
ference. 


Nato in 
Tirana 
talks on 
Kosovo 

By Gay Diranore is Bripade 


Carlo Ciampi: foe treasury m infa t ai has resisted leftwing pressure 
to give pledges on reducing unemployment levete Reuters 
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work in the black economy. 

The outline budget is com- 
mitted instead to boosting 
the southern economy by 
means of dozens of new 
entrepreneur schemes, giv- 
ing selected employers flexi- 
bility over wages and 
employment policy. Enter- 
prise schemes like these are 
anathema to the commu- 
nists, who favour statespan- 
sored job creation. 

Mr Bertinotti has swal- 
lowed such tough medicine 
on labour policy partly 
because the government 


recently decided to satisfy 
another of his core demands 
by introducing legislation an 
a 35-hoar week. 

He is also In a weak politi- 
cal position. His group is 
divided over strategy and 
dares not provoke a crisis 
before the Brussels summit- 

But there is still time for 
further conflict with Mr 
Ciampi Mr Bertinotti may 
not be so keen to back toe 
government when the 
finance bill comes before 
parliament in months' 

timp 


A Nato crisis tawm arrived in 
Tirana yesterday for talks 
with the Albanian defence 
ministry after clashes on the 
border with Serbia’s 
southern province of Kosovo 
that have raised fears of a 
wider Balkan conflict 

The delegation, sent by 
Javier Solana, Nato secre- 
tary general, was expected to 
discuss Albanian requests 
for help in containing the 
crisis. ’ • ,*• 

Official Serbian media said 
that on Sunday Albanians 
bringing weapons on horse- 
back over mountains south 
of the Serbian town of Dja- 
kovica opened fire on Yugo- 
slav border guards and then 
withdrew, leaving behind 
automatic weapons and 
ammunition. No casualties 
were reported. Yugoslav 
troops were also reported to 
have clashed with smugglers 
in the same area last Thurs- 
day, capturing large quanti- 
ties of arms. 

Pavle Bulatov! c, the Yugo- 
slav defence minister, has 
accused Albania of support- 
ing ethnic Albanian “terror- 
ists'' in Kosovo. 

The Albanian government 
denies the charges. Ministers 
have accused Belgrade of 
instigating the incidents 
Mhoari of a mee tin g of the 
six-nation contact group that 
is expected to impose further 
sanctions on Serbia In 
response to its wiling of 
civilians in Kosovo. 

Senior officials of the US, 
Russia and the four main 
European powers are to dis- 
cuss the -Kosovo crisis in 
Rome on April 29. Washing- 
ton is pressing- for a freeze of 
Yugoslav and Serbian gov- 
ernment funds abroad if 
Slobodan Milosevic, Yugo- 
slav preside nt , does not meet 
the contact group's demands 
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Defending the tongue of Goethe 


By Ralph ADdas to Bonn 


Angst over English has 
never been a German trait 
For years, the country 
observed with Schadenfreude 
France’s fight against 
adopted English words, tak- 
ing pride that at least some 
Germanisms have travelled 
the other way. 

Until now. The Institute 
for German language has 
been moved to act by an 
English language invasion 
that has accompanied the 
opening of the telecommuni- 
cations market this year. In 
a acerbic letter to Ron Som- 
mer, chairman of Deutsche 
Telekom, toe institute says 
toe telecoms giant is allow- 
ing the language of Goethe 
and Schiller to decay in a 
“grotesque manner'*. 

The object of its complaint 
are "quasi" and “pseudo” 
Angildsations used for Deut- 


sche Telekom services such 
as CityCall. HolidayPlus- 
Tarif, GlobalCall and Ger- 
man Call. 

“The trendy vocabulary 
that you try to present as 
specialist terms to your cus- 
tomers has the effect of 
repulsing many people, and 
is treated by others as a joke 
or as short-lived as trmdy 
Anglicisms of cheap depart- 
ment stores and tour opera- 
tors.” writes Professor Ger- 
hard Stickel. toe institute’s 
director. 

It took some provoking 
before the institute acted. As 
Professor Stickel acknowl- 
edges, "language purism” tn 
German does not have a 
good tradition and even the 
institute is unwilling to fol- 
low France’s example of lay- 
ing down laws against Fran- 
giais. It long gave up the 
battle to have Femsprech- 
op p or az used instead of Tele- 


fan (although Germany has 
manappri T nrgriv to resist the 
“ph” spelling of the 
telephone). 

But the use of English in 
the telecoms industry is 
widespread - and not just at 
Deutsche Telekom. Mannes- 
xnann Arcor, the recently 
launched group partly 
owned by the Manneemann 
conglomerate, uses the slo- 
gan “the telephone people”. 
O.teLo, owned by the Veba 
and RWE conglomerates, 
strives “for a better under- 
standing". 

Ulf Bahia, o.teLo chair- 
man, says: “Telecommunica- 
tions is an international 
business so it is quite natu- 
ral that we also use an inter- 
national slogan. . . We want 
people to understand each 
other better - not just in 
Germany but around the 
world.” 

The language institute 


wains, however, that Angli- 
cisations and Americanisa- 
tions are the biggest sources 
of complaint by native 
speakers about the evolution 
of their language - and that 
resistance is not limited to 
the old. Even young Ger- 
mans often associate “call 
centre” with prostitutes 
rather than Information 

technology. 

In response, Deutsche 
Telekom says it has tested 
toe acceptance of its product 
names but found widespread 
support “We are a business 
that represents Germany 
around the world in one of 
toe most important busi- 
nesses of toe future - a bad- 
ness that is being shaped by 
international competition 
and new technology. The use 
of Anghri&ations is a feature 
that is apparent in all coun- 
tries - it is an expression of 
the Zeitgeist." 


to withdraw special police 
units and include foreign 
mediators in talks that have 
yet to begin between Bel- 
grade and the Kosovo Alba- 
nian leadership. 

• Defying the demands of 
the international commu- 
nity, Mr Milosevic has called 
for a referendum to be hold 
throughout Serbia on Thurs- 
day. Voters are expected to 
back Belgrade's rejection of 
any foreign Involvement in 
talks on Kosova 

Special Serbian police 
units launched an offensive 
against militants of toe Kos- 
ovo Liberation Army (Ki-A) 
in late February. More Hmn 
80 people, many of them 
civilians, were killed in the 
Drenica region of central 
Kosovo. 

Tensions are rising in the 
western area of Decani near 
the border with Albania 
where residents say mact^ 
soldiers of the Yugoslav 
army have s ur ro un ded sev- 
eral villages with artillery. 

The Serbian authorities 
said yesterday that 120 Ser- 
bian families had fled their 
homes in toe Decani region 
after attacks overnight by 
ethnic Albanian militants. 
Local Albanian officials 
feared the evacuation could 
herald a renewed offensive 
against rebels. 
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NEWS DIGEST 


GERMAN ELECTION 


Kohl says Europe issue 
inspired him to stand 

Helmut Kohl, the German chancritor.^d - 

Germany’s future m Europe was foe prime reason he was 

standing for an unprecedented fifth t®”” m ^ 8«»rBl elec- 
tion on September 27. , 

“It Is about important responsibilities, not about personal 
ambition,” Mr Kohl told Journalists. He was ooradous that 
Germany's position as the biggest power In foe European 
Union was not viewed with unalloyed joy by Its partners. 

He said it was his duty to ensure that neighbouring coun- 
tries would accept Germany's rote, which would be exercised 
In a spirit of “rational partnership’ rattier than through hege- 
monic domination as In the past 
He said many hopes ware fanned on Germany, which wifl 
take over the EU's six-month rotating presidency at foe start 
of 1999. Germany had a big part to play In an EU that was 
assuming an ever more Important role outside Europe. 

Mr Kohl said he also had an obligation to improve th e situa- 
tion In the former communist eastern Germany. H e put refo rm 
of Germany's Income tax system high among foe priorities of 
his next government Peter Norman, Bonn 

BED ARMY FACTION 


Guerrilla group disbands 

The Red Army Faction (RAI^ urban guerrilla group that rocked 
Germany with bombings and assassinations of politicians and 
businessmen In the 1970s and 1980s, said yesterday that ft 
had formally disbanded. . . 

■The RAF emerged from a liberation action nearly 28 years ' 
ago on May 14, 197a Today we are ending this project The 
urban guerrilla group in the form of the RAF is now history,* ft 
said in a statement German security sources said the eight- 
page, closely typed statement looked authentic. It said the . 
RAF had failed to develop the movement from its origins In . 
the 1960s protest movement “It was a strategic error not to 
buBd up a social-political organisation next to the fllegal, 
armed one," it said. 

In 1977 the RAF kidnapped and kiBad the industrialist . .. 
Harms Martin Schleyer as part of Hs campaign of assassina- 
tions, kidnappings and bombings against prominent Germans 
and US military personnel. Reuters, Bonn 


CROATI AN PR ESS 

Libel charge rejected 

In a case seen as a test of media freedom in Croatia, a court 
in Zagreb yesterday aoqultted the former editor of an inde- 
pendent magazine accused of Bbet by the entire cabinet for 
writing about alleged corruption in the government 

Davor Butkovic, editor-in-chief of Globus at the time of the 
contested ratide last September, faced up to eight years In 
prison If convicted. I-Ds magazine quoted from a report by 
Krol Associates of the US which had described the govern- 
ment of President Franjo Tudjman as “corrupted and highly 
influenced by o r ga ni sed crime". 

Mr Butkovfc's defence lawyer said more than 130 libel 
cases were pending against Croatian journalists following the 
introduction of a tough new media law in January. 

Judge Ranko Marfan, refecting foe government’s case, 
defended the public’s right to information and said a convic- 
tion would have had a chilling effect on the rights of Journal- 
ists In Croatia. The US State Depotment, in a recent report 
on human rights In Croatia, questioned the independence of 
the judiciary and accused the government of using the courts 
to shut dawn or restrain critical newspapers and ratio sta- 
tions. Jared Manasek, Zagreb 


VENICE IN PERIL 


City warned of daily flood 

Venice could be submerged in high water every single day by 
the middle of the next century as a result of a combination of 
subsidence and global warming, a UK charity wfll warn today. 

A conference organised in London by the Venice In Peril 
Fund will hear that St Mark’s Square, one of the city’s best- 
known landmarks, was flooded 79 times In 1996, compared 
with just seven times a year at the beginning of the century. 

The fund has convened flood and dimate change experts 
to explore foe risks facing Venice, foe Netherlands, and parts 
of the UK and the Mediterranean as a result of a possible rise 
in see levels due to global wanning. The fund, which has 
spent the past 27 years helping to restore the architectural 
splendour of Venice, said It planned to Investigate “wider 
risks” teeing the city. It accused Italian authorities of felling to 
take a decision on building fixed flood barriers for the city, 
whrch 6es at sea-level. Layla Boulton 

SWEDISH POLITICS 


Party set for new leader 

tip P ed 38 a P 088 ' 1 ^ kingmaker In the 
genera] election tn September, is set to elect a new leader 
who haa hi nted that he may loosen links with the ruling Social 
Democrats. v 

nomtnatt on cxxnmmee. Ho 

K JrSL! 0 be ® tected loader al a party conference in June. 

^ fi0rce opposrtk * 1 to nudear 
pewar, h avaig le d the Centre's successful campaign far 
decommissioning in a 1980 referendum. 

announced his resignation ear- 
Ja^rarnonth. the Centre has supported foe minority Social 
Democratic government since 1995, giving it a parttamentarv 

SSZS'i 1 }* affiar ^^ d 9 Qd traditionalSvBd^SS^ 

divides but was mistrusted by many Centre voters. 

31 consklerab, y Hnks with 
foe SDP. saying his priority was a centrist government He 

to g coaIiaon with the main oonserva- 


CHECHNYA 


President names ambassadors 

The separatist repubfic of Chechnya has begun naming 

®ribassadora to foreign countries in a move aimed at boost- 
ing as International standing, according to the Interfax news 
agency. “ 

Chechnya fought a two-year war for Independence from 
Russia, but foe conflict ended In 1996 without resolving the 
republics status. No country, including Russia, has recog. 
nlsed Chechnya as an independent country. 

Chechen officials have repeatedly taken actions designed to 
assert their sovereignty. They have Issued passports and 
licence plates, established their own Islamic c ou rt s, and 
refused to recognrae Russian customs or air traffic control 
officers. 

Chech nya “has never tried to conceal its intenti o ns to 
become a fan-fledged member of the International community 
as an Independent state* a spokesman said yesterday. Rus- 
sia s foreign ministry yesterday said the Chechen president's 
oroer naming foe ambassadors was Illegal. AP, Moscow 
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EUROPE 


^9.° N0MY WAGE BIL L DROPS IN EAST FOR FIRST TtME-,SINCE UNIFICATION; AS COMPANIES COME UNDER PRESSURE TO CUT JOBS 



records earnings fall in east 


By Andrew fisher fa frankfut 

Total east German wage and 
salary earnings fell last year., 
for the first time since 
unification eight -years ago, 
as companies sought to meet 
intense cost and competitive 
pressures by cutting jobs, 
the Bundesbank said 
yesterday. 

It blamed “exaggerated 
pay rises" for overburdening 
the economy and worsening 
job prospects. Net wages and 
salaries in the region fell by 

3*2 per cent in 1997, the 

German central bank said in 
its monthly report 

Its comments come just 
before Sunday's elections in 
the east Ge rman state of 
Saxony-Anhalt. where high 
unemployment is a big t p«np , 
The result will give a 
foretaste of September's 


general election, in which 
Chancellor Helmut Kohl, 
head of the governing 
TOphTB-right coalition, will be 
up against • Gerhard 
.Scbrflder, the popular and 
newly anointed candidate of 
the opposition Social 
Democrats. 

-The. Bundesbank said 
higher-pension and health 
insurapce contribution rates 
accounted for part of the 
drop in east German 
incomes; -gross earnings 
were down 2 per cent. The 
decline was offset to a lesser 
extent than in previous 
years by government 
transfer payments, private 
business, activities and 
earnings ou investments. 

Although savings had 
doubled since unification, 
east German households' 
financial assets, averaging 


£2450100 (527,777), were stffl 
only a third erf those in west 
Germany. However, they 
had partly ^alig ht up, 
eight years ago their 
financial assets were a fifth 
of those in west Germany. 

The Bundesbank noted 
that purchasing power was 

higher. in east than tn west 

Germany - .mainly as a 
result of cheaper rent - 
though th» difference h ad 
diminished considerably in 
recent years. Services were 
also cheaper. 

After steady economic 
growth after unification - 
helped by extensive state 
subsidies - east Germany 
was now in a difficult phase 
of consolidation, the 
Bundesbank said. It6 
economy had become less 
dynamic since 1395 and no 
progress had been made last 


year In matching west 
German performance. ' ■ 

Wage costs had been 
exceeding producti vity since 
1994. with businesses mostly 
meeting cost and 
competitive pressures by 
shedding labour. The high 
volume of transfer payments 
(DMISBbn last year) and 
subsidies had helped east 
Germany's development but 
the limits of such massive 
financial assistance were 
now clear. 

At the end of last year, 
L49m people were registered 
as unemployed in east 
Germany on a seasonally 
adjusted basis. 270,000 more 
than the year before. The 
running . • down of 
state-funded job creation 
schemes exacerbated the 
trend. The unemployment 
rate was 18 per cent. 



Unemployment was due to be on the agenda yesterday when Chancellor Helmut Kohl (above) held a 
CDU party m o ot in g In Bonn to dtecoaa strategy lor September's general election Reuters 


Big denomination euros will prove a hit with Mafia 



Preparing 
for Emu 


T he key role played by 
dollar and D-Mark bank- 
notes in the interna- 
tional drug trade and other 
underground criminal activi- 
ties has made the Mafia one 
of the biggest "customers" of 
the US Federal Reserve and 
the German Bundesbank. 

With the launch of 
Europe’s economic and mon- 
etary union only a few 
months away, some econo- 
mists are asking whether the 
future European Central 
Bank should also try to win 
customers in the under- 
ground economy. 

The issue is a serious one. 
The underground economy 
holds an estimated 50 to 75 
per cent of the cash in circu- 
lation. 

The planned issue of euro 
banknotes in large denomi- 
nations up to El ,000 (around 
$1,100 at current exchange 
rates), combined with an 
anti-inflationary bias in 
monetary policy, could make 
the euro an ideal tool for 
payments in the black and . 


The need to keep German politicians happy will result in high-value notes ideal for 
black market deals. Wolfgang Munchau explains an embarrassing dilemma 


underground markets. 

Larg Mawminatlo n notes, 
such as DMX.0QQ or $100, are 
not used in many do mesti c 
transactions but account for 
a substantial proportion of 
the. total money, in circula- 
tion. US $100 bills account 
for 60 per cent and DM500 
and DM1,000 bills for 44 per 
cent of their respective cur- 
rency supplies and a large 
proportion is used by the 
Mafia, drug traders and local 
tax evaders. This cash is the 
source of huge profits, 
known as seignorage, for 
central banks. Seignorage 
arises because the. banks 
issue cash against interest- 
bearing securities. Since 
cash earns no interest, cen- 
tral haw kg earn “free” inter- 
est for each banknote in cir- 
culation. The greater the 
amount of wish in circula- 
tion. the greater the seignor- 
age profits. A simple calcula- 
tion suggests that for a US 
currency volume of $4O0bn. 
at average Interest rates of 7 
per cent, annual seignorage 
income is about $28bn. As 
half of US currency is held 
abroad, this suggests that 


foreigners pay about $14bn 
in forgone Interest rates to 
the Federal Reserve each 
year - and thia is what 
makes the drug lords loyal 
customers of the Fed. 

Kenneth Rogoff, an inter- 
national economist at 
Princeton University, has 
investigated the issue of sei- 
gnorage in some detail*. He 
mabpc a provocative compar- 


decision of the European 
Monetary Institute, the 
ECB’s forerunner, to issue 
large-denomination bank- 
notes amounts to an "aggres- 
sive step towards grabbing a 
large share of developing 
country demand for safe for- 
eign currencies.” 

He says that the ECB’s 
pursuit of price stability will 
TTinfep holding rash s till mare 


The underground economy, domestic 
and abroad, holds an estimated 50 to 
75 per cent of the cash in circulation 


isam “If a Cninmhian drug 
lord offered a medium-term, 
zero-interest loan to the US 
Treasury in return for access 
to a superior smuggling and 
hoarding technology, pre- 
sumably the offer would be 
refused. 

“Yet such an agreement Is 
implicitly entered when 
criminals are offered the 
convenience and anonymity 
of large-denomination bills.” 

Mr Rogoff argues that the 


attractive If the euro were 
to gain equal status with the 
dollar as the preferred cur- 
rency of the underground 
economy, it would imply a 
one-off shift to the European 
currency of about $50bn to 
$100hn. 

But Mr Rogoff concludes 
that seignorage does not pay 
for the economy as a whole. 
The availability of high-de- 
nomination currency encour- 
ages domestic tax evasion, 


which could outweigh the 
gains from seignorage. 

Mr Rogoff proposes the 
abolition of high-denomina- 
tion banknotes, which are 
hardly used in legal transac- 
tions. 

*. But Mr RogofTs analysis 
ignores the largely political 
reason for issuing high-de- 
nomination banknotes. 

The Emi made its decision 
at Ihe behest of German poli- 
ticians and cen tral bankers, 
who were hard-pressed to 
convince a sceptical public 
that Emu did not constitute 
a currency reform. 

The decision to let the 
denominations of euro bills 
mirror those of their D-Mark 
equivalents was part of a 
ploy to create an impression 
of continuity. - 

* Kenneth Rogoff. Blessing 
or curse : Foreign and under- 
ground demand Jar euro 
notes, m Emu : Prospects and 
Challenges for the Ettro, 
edited by David Begg, JQrgen 
von Hagen, Charles Wyplosz, 
Klaus F Z x mm er mann, Black- 
well Publishers, 1998. 
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Integration of 
markets could 
boost growth 


By Andrew Rstier 

Increased integration of 
European capital markets 
after the introduction of the 
single currency could stimu- 
late higher economic growth 
rates, the Bundesbank said 
yesterday. 

Growth would increase if 
structural changes in capital 
markets led to more savings 
and increased investment 
activity, according to the 
Bundesbank’s monthly 
report. It said monetary 
union would stimulate 
greater competition among 
investors, issuers and finan- 
cial intermediaries such as 
banks, brokers and stock 
exchanges. That would lead 
to product innovation, the 
development of new market 
techniques and Improve- 
ments in Infrastructure. 

The Bundesbank said an 
integrated Emu capital mar- 
ket would be lag enough to 
decouple itself from US 
trends but credible monetary 
policies would be needed to 


achieve this. The Bundes- 
bank said the German capi- 
tal market - continental 
Europe’s largest - had 
gained in size anil efficiency 
and was well prepared for 
Emu. But integration of capi- 
tal markets after Emu would 
be especially significant for 
Germany, because the 
D-Mark would disappear as a 
globally recognised “seal of 
quality” for German finan- 
cial products. 

Despite the rapid growth 
of the ca pital market, hanks 
still played a big role in fin- 
ancing German industry, 
according to the Bundes- 
bank. Much of the bond issu- 
ance in the 19905 had been 
for the public sector, notably 
as a result of unification. 
The importance of the stock 
market was also exaggerated 
by large increases in share 
prices since 1996. 

The Bundesbank did not 
expect demand for bank 
loans to be overshadowed 
by a rise in corporate 
bond issues. 


Business 
focuses on 
defusing 
‘bomb’ 

By Alan Cane 


European companies are 
cancelling or delaying- the 
development of business 
applications software to 
devote resources to tackling 
the millennium computer 
“bomb”, according to the 
head of Europe's largest 
computer services group- 

Geoff Unwin, chief execu- 
tive of the Paris- based group 
Cap Gemini, said he had 
been correct in predicting in 
February' that demand for 
computer staff capable of 
defusing the bomb would 
outstrip supply by this 
month. 

Tt is horrifyingly difficult 
to get hold of resources 
now,” he said. - 

He was launching the lat- 
est Cap Sogeti renew of the 
preparedness of European 
companies for the millen- 
nium date change. 

The bomb is the result of 
programming techniques 
which mean most computers 
cannot tell one century from 
another and may therefore 
behave in unpredictable 
ways after 1999. 

The study Indicates that 
one in seven- organisations 
in Europe and the US are 
unlikely to be ready in time. 
Germany. Finland, the 
Netherlands and Belgium 
are most at risk. The study 
notes: “Although the prob- 
lem in other countries, par- 
ticularly France. Spain and 
Denmark, appears to be less 
severe, these countries could 
be in danger of underesti- 
mating the size and cost of 
the problem.” 

Cap Sogeti estimates the 
cost of firing the bomb in 
Europe and the US at 
$7l7bn. of which only $]99bn 
has already been spent. 

The US seems to be fur- 
thest ahead with 31 per cent 
of its budget spent compared 
with only 16 per cent in Italy 
and 16.9 per cent in Ger- 
many. 

Mr Unwin said he was sur- 
prised by the results for Ger- 
many, which seemed to indi- 
cate that 74 per cent of 
German companies could 
misa the deadline. 
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ASIA-PACIFIC 


Russia denies reports 
of Kurile islands deal 


By Chrrstia Freeland in Moscow 
and NHcHyo Nakaraotn In Tokyo 

Russia yesterday rebuffed 
Japanese reports that 
Moscow was considering 
relinquishing sovereignty 
over the disputed Kurile 
TfliaijHfl , reigniting a conflict 
that' marred relations 
between the Pacific neigh- 
bours for more than 50 
years. 

Japanese newspapers yes- 
terday reported a potential 
breakthrough in the dispute 
over the four islands, known 
as the Northern Territories 
in Japan, which woe seized 
by the Soviet Union in 1945, 
an occupation that Tokyo 
views as illegitimate. 

rating anonymous govern- 
ment sources, Japanese dai- 
lies said that during a week- 
end summit meeting with 
Russian President Boris 
Yeltsin. Ryutaro Hashimoto, 
the Japanese prime minister, 
bad proposed drawing a new 
border between Russia and 
Japan north of the four dis- 
puted Islands. 


Such a plan - which 
would in effect recognise 
Japanese sovereignty over 
the Islands - would be a 
huge coup for Tokyo. But 
Russian officials immedi- 
ately denied they were con- 
sidering priding control over 
the- sparsely populated but 
strategic territories. 

“Russia has a constitution 
in which the situation on. . . 
Inviolability of its lands Is 
set out and the president is 
the guarantor of these prin- 
ciples,” Sergei Yastrzhemb- 
sky, the Kremlin spokesman, 
said. 

Japanese officials also 
refused to confirm press 
reports of the bold Dew pro- 
posal from Tokyo. “This is 
nothing more ths\n pure 
speculation,” Minoru Tamba, 
deputy vice minister at 
Japan’s Foreign Ministry, 
said yesterday. 

The speculation was 
sparked by the mysterious 
announcement over the 
weekend that, during the 
Russo-Japanese summit 
meeting, Mr Hashimoto had 


put forward a new initiative 
for resolving the conflict 
over the islands. 

Neither side officially 
offered any details of the 
plan, which Mr Yeltsin 
described as a “serious new 
proposal" towards the two 
nations' stated goal of sign- 
ing a peace treaty by 2000. 

Such a deal would be a 
landmark in relations 
between file two countries, 
which have yet formally to 
end their second world war 
hostilities, but it will be 
achieved only if the islands 
dispute is resolved. 

If the Japanese newspaper 
reports of the proposal are 
accurate, the Japanese plan 
does not make specific refer- 
ence to ownership of the 
islands themselves, in an 
effort to avoid antognislng 
Russian nationalists. 

Japan, in turn, would 
recognise Russian adminis- 
trative authority over the 
four islands for a designated 
period during which the two 
sides could co-operate in 
developing the islands. 


Visit underlines unease 
over Japan-China ties 


By Hcttfyo Nakamoto hi Tokyo 


The Chinese vice president 
Hu Jintao, arrives in Tokyo 
today for a six-day visit that 
will bring to the fore the 
underlying unease in Sino- 
Japanese relations. 

Mr Hu’s visit, which is 
part of a number of activities 
planned to commemorate 
the 20th anniversary of the 
Sino-Japanese Friendship 
Treaty, is unlikely to involve 
in-depth talks an any of the 
thorny issues that have 
soured bilateral relations In 
recent years. 

Superficially-, relations 
between the two countries 
have been warm as eco- 
nomic ties have deepened 
and personal exchanges over 
the years have helped 
increase understanding of 
each other’s political sensi- 
tivities. 

The present Japanese gov- 
ernment is the most nation- 
alistic of the four adminis- 
trations this decade. 
However, it has refrained 
from making public state- 
ments questioning evidence 


of Japan’s war atrocities In 
China - a subject which 
arouses strong feelings in 
China and has forced the 
resignation of a number at 
Japanese ministers in the 
past 

But beneath the surface of 
calm, there are several 
issues which are potential 
sources of friction. 

First is the recently 
strengthened US- Japan 
defence co-operation, which 
calls for Tokyo to support 
US military foxes “in situa- 
tions in areas surrounding 
Japan”. The Chinese govern- 
ment interprets this as a 
direct challenge to its posi- 
tion on Taiwan and has 
repeatedly sought assur- 
ances that the defence 
co-operation guidelines are 
not directly specifically at 
rarina, 

Second is an unresolved 
dispute over several Islands 
in the south of Japan, 
known as the Senkaku 
Islands in Japan and the Dia- 
oyu Islands in China, which, 
has raised nationalistic tem- 
pers on both sides of the 


East China Sea. 

Japan is concerned, too, 
about growing political rela- 
tions between China an d the 
US. China's hrefo tonne tha t it 
would not devalue in 
response to the Asian finan- 
cial crisis has been hailed by 
the western community as a 
sign of responsible regional 
leadership. En contrast, 
Japan has been criticised for 
its lack of initiative in help- 
ing Asian neighbours 
recover from the financial 
crisis. 

China has probably 
strengthened its political 
clout as a result, while 
Japan has damaged its inter- 
national image. 

China is Japan's second 
largest trade partner after 
the US, while Japan is Chi- 
na's largest trade partner. In 
the past 25 years, trade 
between the two countries 
has grown 58-fold to $64bn in 
1997. 

Mr Hn will meet the Japa- 
nese foreign minister, Keizo 
Obuchi, as well as leading 
politicians from both the rul- 
ing and opposition parties. 


MINISTER SACKED TAMI L NADU POL ITICIAN USES ANTI-CORRUP TION STANCE TO FURTHER _AIMS_IW_HOK^_STATE^_ 

Local feuds 



By Amy Louise KttBM 
is New DeBU 


India’s new prime minister, 
Atal Be hart Vajpayee, 
sacked bis communications 
minister yesterday in a move 
widely viewed as an attempt 
to appease a powerful part- 
ner in the disparate coalition 

government 

J. Jayalalitha, a Conner 
movie starlet turned politi- 
cal power-broker, had 
demanded the resignation of 
Buta Singh and two other 
ministers far alleged corrup- 
tion. 

The dismissal of Mr Singh 


comes three days after the 
Supreme Court ruled that 
the minister could be crimi- 
nally prosecuted for Ms 

alleged involvement in a pap 
liamentary bribe scandal in 
1992. 

Mr Vajpayee’s political 
adviser, Pramod Mahajan, 
said at a press conference 
that no one with pending 
corruption charges would be 
allowed to hold public office" 
in the coalition government 
led by the Bharatiya Janata 
Party (BJP)- Good gover- 
nance was a key issue cam- 
paigning issue for the BJP. 

“If charges of corruption 


are framed by a court of law 
against any person holding 
public office, file prime min- 
ister is of the firm view that 
the person concerned should 
step down from office until 
exonerated,” Mr Mahajan 
said. 

Ms Jayalalitha said the 
ministers should go because 
a member- of her regional 
party had been forced to step 
down because of corruption 
alleg a tions against Mm 

Mr Singh's departure, say 
analysts, is unlikely to sat- 
isfy Ms Jayalalitha, who 
may step up her campaign to 
achieve her aim of bringing' 


about the removal of the 
state government in her 
home state of Tamil Nadu. 
She is likely to keep up a 
steady stream of tough 
demands, aimed at m a k i ng 
life difficult for the BJP, 
until it accedes to her 
request 

Ms Jayalalitha, a former 
chief minister of Tamil 
Nadu, was swept from power 
in the 1996 elections under a 
cloud of corruption charges, 
and her state is now ruled 
by a rival 'Runil party. 

“Her yn flto thing is not 
about the ministers,” a BJP 
source said. “Her main thing 


is about getting rid of the 
party in Tamil Nadu. Until 
that is done, she will keep on 
doing all kinds of things. 
This is one trick- of keeping 
up the pressure.” 

The current turmoil does 
not bode well for the future 
of the BJP-led coalition, 
which includes more than a 
dozen small parties, many of 
which hope their association 
with the bigger party will 
benefit them in state-level 
political rivalries.. A couple 
more coalition partners have 
also issued demands for the 
dismissal of the local govern- 
ments in their home states. 


Taiwan fears its years of 
export boom may be ending 


Laura Tyson finds 
that faltering sales 
abroad are slowing 
economic growth 


T: 


aiwan's days of huge 
trade surpluses may be 
nearing an en d as Aria’s 
finanirial crisis begins to 
restrain exports and threat- 
ens to hold back economic 
growth. 

Exports fell 6.4 per cent cm 
the year in the first quarter 
of 3998 while imports were 
flat, rhaUcing up a rare trade 
deficit of XJSJTOm against a 
surplus of US$1 ^bn in the 
first quarter of 1997. 

The government aims for 4 
per cent export growth this 
year, but finance minis try 
offi cials warned fids target 
may be hard to meet 

Private economists sug- 
gest the economic gloom In 
Japan and across the region 
could torpedo Taiwan's trade 
balance into deficit this 
year for the first time 
since 1975. 

Exports to Asia were 
the hardest Mt, with exports 
to south-east Asia sliding 
27.1 per cent and those to 
Japan falling 23.7 per 
in the first quarter of 
199a 

In spite of the alarming 
numbers, both government 
and private analysts remain 
sanguine about Taiwan's 
prospects. Relative - strength 
in the domestic economy 
and the favourable s tructure 
of exports will help shield 
Taiwan from the worst of 
the fallout from the region’s 
financial turmoil. 
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wholly owned subsidiaries and of Safra Republic Holdings S A. and its wholly owned subsidiaries. Republic New 
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REPUBLIC NEW YORK 
CORPORATION 

March 31, 

SAFRA REPUBLIC 
HOLDINGS SJi. 

March 31, 


1998 1997 

1998 

1997 

Assets 

(in thousands of USS except per share data) 


Cash and due from banks ! . . 

S 809.452 S 687383 

S 70313 

S 77,119 

Interest-bearing deposits with banks 

4310,782 ' 4,917.490 

7,175,061 

6308329 

Precious metals 

1.080.833 1368,801 

— 

— 

Investment securities 

24,816.014 22,799,972 

9.831368 

8383,646 

Trading account assets 

Federal fends sold and securities purchased 

4368311 5372368 

300355 

245338 

under resale agreements 

1385.419 1.420516 

— 

— 

Loans, net of unearned income 

13304.150 12286,082 

2w431386 

2,002,457 

Allowance for possible credit losses. 

1 326.811) (352,667) 

033,671) 

(131,436) 

Other assets 

5.123,884 6368,728 

893,660 

711379 

Total assets 

S 54.771.934 S 54.968373 

520368^472 

$ 17,997^432 

Liabilities 




Total deposits 

S 33,496367 S 31.918,795 

S 14991.762 

$ 14,013,184 

Trading account liabilities 

4325.679 4.975,494 

265,462 

187375 

Short-term borrowings 

5355349 5.896,133 

1345350 

1319.697 

Other liabilities 

3.172.882 4.795381 

635301 

416,747 

Long-term de6t 

1.688.158 1.437,973 

738379 

155.000 

Subordinated tong-term debt and perpetual capital notes 

2.650.000 2.400,000 

250,000 

— 

Mandatorily redeemable preferred securities 

350.000 350300 

— 

— 

Shareholders' Equity 




Cumulative preferred stock 

500.000 400300 

— 

— 

Common snick and surplus, net of treasury shares . . . 

663.951 734394 

886,443 

891.129 

Retained earnings 

Accumulated other comprehensive 

2J42.992 2.013301 

907,723 

716,053 

income, net of taxes 

26356 46.702 

47352 

98347 

Total shareholders' equity 

3333,499 3,194,897 

1341,418 

1,705,429 

Total liabilities and shareholders' equity 

S 54,771,934 S 54,968,873 

520368,472 

S 17,997,432 

Book value per share 

S 56.15 S 5132 

S 5230 

S 4833 

Client portfolio assets held in custody 


S 17,801320 

S 13395.184 

Net income, for the force months ended 

$ 117,474 S 110344 

S 73347 

5 57.198 

Net income per common share - diluted 

$ 2.07 S 1.91 

S 2.06 

5 131 

Average common shares outstanding - diluted 

53J68 54,050 

35370 

35338 


Risk-Based Capital Ratios 

As of March 31, 1998, Republic New York Corporation's risk-based core capital ratio was 12.70% (estimated) and total 

quali^ng cqtitri ratio was 2 1.1 5% (estimated). The ratios iwtiurte the assets, risk-wrigined m accordance with the requi- 

rements of foe Federal Reserve Board specifically applied to Republic New Ycxk Corporation on a folly consolidated basis, 
and capital of Safra Republic Holdings SA. Total consolidated asses under these requirements exceeded USS 70 billion 
and total consolidated capital, including minority interest and subordinated debt, exceeded USS 73 billion. 
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The economy may be 
affected later In the year by 
uncertainties over key elec- 
tions, but the launch of pub- 
lic works such as a US$l5hn 
highspeed rail project, com- 
bined with the Island’s high- 
technology juggernaut, will 
help buoy growth. 

“The economic fundamen- 
tals of this country are still 
good," said Chen Roey-tong, 
director general of the eco- 
nomics ministry’s Board of 
Foreign Trade. “Since we are 
less affected than other 
countries we are in a strong 
position to maintain our 
market share in exports or 
even make gains.” 

Mr Chen said the export 
performance in Asia was 
predictable given the cur- 
rency and banking turmoil 
in the region, and expects 
exports to those markets to 
pick up in the second half 

The government forecasts 
6.18 per cent growth of gross 
domestic product this year, 
down on 1997*8 6.81 per cent 
but far better than for most 
of its financially stricken 
neighbours. 

The respected Chung Hua 
Institute for Economic 
Research last week lowered 
its forecast from 6.37 per 
cent to 595 per cent “We 
still have our market niche," 

maintwfn« Chon Chi, chief 

economic forecaster, 
reflecting a more gloomy 
prediction by the Interna- 
tional Monetary Fund. Our 
export structure is favoura- 
ble in this environment" 

He notes that 70 per cent 
of Taiwan's exports to south- 
east Asia are Industrial 
materials and machinery. 
Unlike consumer goods, 
these products are vital to 
the economic revival in 
those countries, which are 
under international pressure 
to cut current account defi- 
cits by boosting exports. 

Mr Chou regards the chaos 
in the region’s trade as 
short-term and predicts 
Taiwan's overall exports, 
including goods and ser- 
vices, will grow &3A per cent 
in 1998 against 896 per cent 
last year. ■ 


Other analysts are less 
optimistic. Duncan Woold- 
ridge. economist at Merrill 
Lynch, expects export 
growth to contract by S per 
cent this year and predicts 
economic growth will dip to 
49 per cent. 

“The finan cial crisis is 
causing demand to collapse 
in Asia, Japan is very weak 
and the US economy is prob- 
ably going to slow as well, 
he said. “It is unlikely that 
the sharp reduction in 
exports to south-east Asia 
can be compensated for by 
other regions." He expects 
the Taiwan dollar will 
weaken and last year’s 
TJS$7.6bn trade' surplus’ will 
be slashed by half 


s: 


tephen Wang of HSBC 
James Cap el said the 
surplus could be wiped 
out if the government makes 
large weapons purchases 
this year and export growth 
dinibs just 1 or 2 per cent 

With parliamentary and 
mayoral elections later this 
year, political factors may 
also weigh an the economy, 
but monetary authorities 
may respond by easing 
financia l liquidity in the sec- 
ond half provided inflation 
fears recede. 

Mr Wang predicts the 
economy will grow 6.15 per 
cent on the basis of strong 
private Inves t me nt and sta- 
ble private consumption. Hie 
notes that net exports are 
just 5 per cent of GDP so the 
fall In exports to Aslan mar- 
kets will not have a substan- 
tial impact on the overall 
eco nom y. 

The high-speed rail and 
other infrastructure projects, 
combined with continued 
capital investment by the 
semiconductor industry, will 
lift private investment from 
10 per cent in 1997 to 12 per 
cent this year, Mr Wang pre- 
dicts. 

Textile and petrochemical 
exports have suffered from 
the crisis but the electronics 
sector is less affected, as its 
main markets are the US 
and Europe. 


NEWS DIGEST 


DOMESTIC INVESTORS MAY BE LET I N 

China to boost foreign 
currency share market 

Zhou Zhengqing. head of China's stock market regulatory 
body, said yesterday that measures would be taken to stimu- 
late the country's hard currency, "B-share” market “We are 
going to take some steps to develop the B-share market’ Mr 
Zhou, chairman of the China Securities Regulatory Commta- 
sion, said at the annual World Economic Forum meeting ki 
Beijing. 

Stock market analysts said that the methods used to boost 
the B-share market might Involve allowing limited participation 
by domestic Investors, as tang as they were able to Invest h 
foreign currency. Such participation - which is now banned 
but In fact widespread - could be channelled through Chinese 
mutual funds, they added. 

The poor performance of B-share markets in Shanghai and 
Shenzhen, set against gains in the domestic A-share market, 
is preventing companies from raising capital to expand. This 
is vexing for the government, which has pledged that restruct- 
uring As troubled state-owned sector would be completed 
within three years. James Kynge, Beqmg 

HONG KONG COURT 


Extradited banker charged 

Ewan Launder, the former Hong Kong banker who was extra- 
dited from Britain at the weekend, was yesterday charged 
with 13 counts of corruption at a court In the territory. No 
plea was taken, and bail was granted. The case was 
adjourned until May 4. Mr taixider Is alleged to have 
accepted 3 total of HKS43-95m (US$5. 67m) worth of bribes in 
return for showing favour in making loans to the Cardan aid 
Eda group of companies. At the time Mr Launder was chief • 
executive of Wardiey (now HSBC Investment Banking). 

Some charges stretch back 18 years, and relate to the cot- 
tepee of the Caman group, which folded in late 1983 with an 
estimated net debt of US$1 bn. This was Hong Kong’s biggest 
corporate scandal and took more than a decade to unravel. 

Mr Launder returned to Hong Kong on Satxaday, escorted 
by poSce officers, -after losing a court battle to stop his extra-' 
dition. Louise Lucas, Hong Kong 


JOB CREATION MEASURES 

Hong Kong unemployment rises 

Hong Kong's unemployment rate Jumped to near-record levels 
in the three months to end- March, prompting the government 
to launch schemes to tackle the problem. Unemployment rose 
to 3-5 per cent, up from 2.9 per cent In the three months to 
February, according to data released yesterday. 

The figures, the highest since 1995 when unemployment 
peaked at 3.6 per cent, underlined the Impact of the Asian 
financial crisis on Hong Kong. The subsequent slowdown in 
the territory’s economy has resulted in job losses across the 
ratefl, construction, manufacturing and investment banking 
sectors. 

Tung Chee-hwa, Hong Kong's chief executive, set up a task 
force heeded by Donald Tsang, financial secretary, to explore 
ways of creating jobs. Louise Lucas in Hong Kong 

JAPANESE TESTS 


Dementia drugs c not effective’ 

Fdur drugs far treating dementia which have been on sale in 
Japan for more than a decade may not be effective, accord- 
ing to clinical trials ordered by the Japanese government 

Willnotbo 9 iVQfl to the Ministry of Health 
and Welfare until tomorrow, but leaked reports say that four 
out of the five drugs retested performed no better than place- 
wwLApproval for the drugs could be withdrawn. 

^ Avan ’ made ‘V Tataria Chemical 
Phamiaceutical, Alnert from 

Houaset The teste apparently conffrmed the efficacy of one 
product, Sermion, made by Tanabe Seiyaku. 

of . around 15 P** a yea r had already been 

ex P ectations ft* - foe companies and 
^ *»nces would just accelerate the process, 
analysts added. Bethan Hutton, Tokyo process, 


CHjNESE MO VE 'PAT RIOTIC* CATHOLIC OVERTURE TO APP EASE US RELIGIOUS LOBBY 


Vatican urged to cut Taiwan links 


By Jams Kynge in Beffng 


China's catholic church said 
yesterday that Pope John 
Paul would be “welcome” to 
visit flhitia as long as the 
Vatican first switches its 
diplomatic recognition from 
Taiwan to mainland China. 

Fn Tieshan, the bishop 
who heads the Chinese Cath- 
olic Patriotic Association, 
which pledges loyalty to Chi- 
na's government and does 
not recognise the Pope's 
authority, said that once the 
Vatican's attitude to interna- 
tiottal relations had been 
improved, other bilateral 
issues could be resolved. 

“We would welcome (the 
Pope) but the problems 
between Beijing and the Vat- 
ican are political problems, 
especially the Taiwan prob- 
lem,’’ said Bishop Pa. “We 
want the Vatican to quickly 
break off relations with 
Taiwan." 



Diplomats said the timing 
of the 1 overture appeared 
designed to deflect criticism 
from US religious groups 
before a US-China summit in 
Beijing In June, and before 
the annual review by Con- 
gress of China’s Most 
Favoured Nation (MFN) pref- 
erential trading status. 

Betting feels that signs of a 
new more liberal line will 
help neutralise opposition to 
a wanning in Sino-US rela- 
tions at the summit the dip- 
lomats added. 

Hie longer -tenn aim of the 
move, though. Is the contin- 
ued diplomatic isolation of 
Taiwan, which China sees as 
a renegade province. 

The call on the Vatican to 
break ties with Taiwan 
cranes just as Taipei was pre- 
paring to send a heavy- 
weight negotiator to Bei jing 
to end a 33-month impasse in 
bilateral talks. Jan Jyh- 
horng. deputy secretary gen- 


i . 


eral of Taiwan's Straits 
Exchange Foundation, was 
expected to arrive in Beijing 
this week. 

Some religious commenta- 
tors in Beijing said that part 
of China's strategy in 


ideological content from Chi- 
na's Communist party over 
the last two decades may 
have made Catholicism’s 
opposition to the Chinese 
Catholic Patriotic Associa- 
tion somewhat less implaca- 


■ bl ®. commentators safoL 


cate thm a ban on proselytis- 
ing outside churches could 
be eased tu return for the 
Vatican's recognition of the 
Chinese Catholic Patriotic 
Association. 

Tbere are only about 4m 
registered catholics In China 
out of a population of l.2b&. 
The removal of most of the 


But there remains a key 
stumbling block. The under- 
ground catholic church in 
China, which is headed by 
elderly bishops appointed by 
Rome before the Communist 
victory in 1949, would be 
sidelined if the Pope was to 
recognise the “patriotic" 
Chinese church. 
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Brussels 


By Hchad Smflh 
In Luxsmboarg 

European Union nations 
yesterday signalled broad 
support for controversial 
proposals to reform the EU*s 
banana import regime, in 
spite of objections from the 
US and reservations among 
countries including France 
and Germany. 

Although details have yet 
to be finalised, the European 
Commission said discussions 
at a meeting of European 
farm ministers suggested an 
agreement would be reached 

in June by member states on 

Fallow 
times for 
Soviet 
era 

tractors 

By Peter Marsh 

Tractor production in the 
former Soviet Union has 
fallen on sorry times. Pro- 
duction last year fell to just 
11 per cent of the 1990 figure 
as Soviet-era tractors have 
failed to match the stan- 
dards of western-made 
machines. 

According to Off-Highway 
Research, a London-based 
consultancy, tractor plants 
in the former Soviet Union 
face huge problems of over- 
capacity. over-staffing, lack 
of production technology 
and marketing expertise. 

Part of the difficulties lie 
in the upheavals facing agri- 
culture: Farmers lack cash 
for new machines - and 
when they do have any 
money they often find the 
designs made by western 
producers are better for the 
job. 

The tractor plants in the 
former Soviet Union also 
lack investment funds to 
buy up-to-date machinery 
and components such as die- 
sel engines, according to Off 
Highway Research. 


new banana plan finds support 


reforming the banana 
regime to comply with 
World Trade Organisation 
rules. 

Last September the WTO 
upheld a complaint by the 
US, Honduras, Gnatemala. 
Ecuador and Mexico that the 
EU*s preferential treatment 
of bananas from African. 
Caribbean and Pacific (ACP) 
countries discriminated 
against Latin American 
exporters. 

It gave the EU until Janu- 
ary to comply with its rul- 
ing. 

Mr Franz Fischler, EU 
farm commissioner, told 


agriculture - ministers yester- 
day they had to agree a deal 
at their June meeting to 
meet the WTO deadline. He 
urged member states to be 
constructive. 

None of the ministers 
spoke against his proposals 
in-spite of concerns they had 
previously expressed. Com- 
mission officials said 
meant there was no serious 
alternative. 

The Commission's pro- 
posal would maintain the 
banana quota available to 
Latin American countries at 
2J2m tonnes -at a tariff of 
Ecu75 ($81.75) a tonne. It 


would establish a further 
quota of 353.000 tonnes at a 
duty of EcuSOQ a tonne to 
take account of EU enlarge- 
ment .j 

It would' also abolish the 
current impart licensing sys- 
tem and replaced it with one 
the Commission says is 
WTO-compatible; 

. The US says the Com mifr 
aion system would increase 
protectionism. ACP quotas 
would be able to grow at the 
expense of Latin- American 
countries, it says. 

France opposes the addi- 
tional 353,000 tonnes quota, 
saying it would lead to an 


over-supply Of bananas in 
the EU and a fall in prices. 
Along with other banana 
producers it wants compen- 
sation for EU banana grow- 
ers. One French diplomat 
said yesterday, however, 
that the battle between 
member states over whether 
the Commission regime was 
WTO compatible was over. 
and the Commission's gen- 
eral ideas were supported. 

The German government 
is among several which want 
a system involving tariffs 
but abolishing quotas. How- 
ever, it is thought to be pre- 
pared to compromise, provid- 





The exterior of the Mnsk Tractor Factory, photographed in 1990. Such factories are today in deep trouble 


Tony Andrews 


In the 1980s the Soviet 
Union was by some way the 
biggest tractor maker in the 
world. 

Even in 1990, Russia and 
other former Soviet coun- 
tries made 436222 tractors, 
according to the .consul- 
tancy. But in 1997 this bad 
dwindled to just 51.589 - a 
small improvement on the 
45.934 the previous year 
when the industry, most of 
which is still government 
controlled, reached a 
nadir. 

The biggest producer 
remains the M TZ Minsk trac- 


tor plant in Belarus, which 
last year made 31.023 
vehicles or nearly ’half the 
entire output of the region. 
Its annual production is. 
however, only 30 per cent of 
the figure dining the plant's 
heyday in the 1980s. 

The se cond biggest plant is 
the Tashkent Tractor Plant 
in Uzbekistan which made 
3,000 machines last year. 
One of its best known mod- 
els is a special three-wheeled 
tractor - in philoso- 

phy to the femous Reliant 
Robin car produced in the 
UK far motoring enthusiasts 


- and which is used in cot- 
ton h arv est in g. 

The KhTZ Kharvov plant 
in the Ukraine is well known 
by tractor aficionados for its 
160 HP K-150 tractor models, 
some of which are produced 
as a “crawler” design with 
tracks srmilflT to those of a 
tank. But production last 
year dropped to only 12^81 - 
a fraction of the 41,455 made 
in 1990. 

Russia's best known trac- 
tor factory is the heroically 
named VTZ Vladimir plant 
which also makes diesel 
engines and made 1,632 trac- 


tors last year, down from 
3L500 in 1990. 

A particularly sad fate has 
befallen the Kiravsky Zavod 
plant in St Petersburg - best 
known for heavy duty trac- 
tors used not just in agricul- 
ture but hauling loads on 
roads. Production there 
slumped to only just above 
1,000 last year, from 19,200 
eight years earlier. 
Construction Equipment 
Market Report, Off Highway 
Research, available on sub- 
scription from 7 Upper St 
Martin ’s Lane, London 
WC2H9DL 


Home-grown insurers in China see gains from 
entry of foreign rivals into their local market 


Business has become more competitive 
but now there’s much more of it, report 

James Harding and John Ridding 


A s the ranks of foreign 
insurers in China look 
set to swell with the 
admission of the first UK 
company and the anticipa- 
tion of approval for an Aus- 
tralian insurer, it would be 
understandable if domestic 
Chinese Insurance compa- 
nies were squealing. 

Instead, they are all but 
welcoming. The gradual lib- 
eralisation of the insurance 
market in Shanghai, the test- 
ing area for financial ser- 
vices reform in C h i na , may 
have eroded their market 
share, but it has fired up the 
market and multiplied pre- 
mium income. 

This happy coincidence 
has underlined the capacity 
of foreign companies to fos- 
ter consumer demand in 
China and prod long-cos- 
seted state industries into 
adopting modem, competi- 
tive business practices. 

As China considers the 
potential strains of entry 
into the World Trade Organi- 
sation and the costs of open- 
ing its heavily protected 
market for financial ser- 
vices. the insurance sector 
suggests that corporate 
ffoma could prove a benefi- 
ciary, not a victim, of grad- 
ual liberalisation. 

As long, that is, as China 
proves able to grant its 
homegrown businesses 
enough commercial freedom 
to keep up with the new 

standards of competition. 

At the beginning of the 
1990s, the People’s Insurance 
Com pany of China (PICO 
was effectively the monopoly 
supplier of insurance poli- 
cies in Shanghai. 

Today, the PICC is battling 
nearly a dozen competitors, 
some wholly foreign-owned. 


others Slno-foreign joint ven- 
tures and a few domestic 
rivals, for business in Shang- 
hai. 

*Ihe rash of new competi- 
tion has sent PICCs market 
share plummeting. Last 
year. PJCC’s life* insurance 
sales accounted for 46 per 
cent of the market, having 
recovered after the group’s 
restructuring into three sep- 
arate entities - life, general 
and reinsurance - in 1996, 


The story is similar at 
China Pacific Insurance, a 
domestic insurer allowed to 
operate in Shanghai since 
1991 to inject a little compe- 
tition into the market- Last 
year. Pacific Insurance 
boasted premium income of 
Yb732m. 

Ztm Qing. general man- 
ager of Pacific insurance in 
Shanghai, says: “The Insur- 
ance industry in China is 
still in its infancy, so growth 
has been particularly tost” 
But part of the explana- 
tion for tiie growth, he says, 
come tr nfn the opening 
of the market to foreign 


when PICC market share of firms that brought 


the life business had 
slumped to 38 per cent. 

But the fall in market 
share has been more than 
offset by soaring revenues. 
Premium income, both life 


“advanced selling techniques 
and international experi- 
ence". 

The liberalisation of Chi- 
na’s insurance industry 
started ’with American Inter- 


era] business, but not both, 
and often require a tie-up 
with a Chinese partner. 

They are limited to doing 
business Jn Shanghai, where 
the government is operating 
what it calls a “trial” of for- 
eign competition in the 
domestic market. 

Foreign operators that 
have been allowed to do 
business in China now 
include Tokio Fire & Marine 
from Japan, Winterthur 
from Switzerland, Manulife 
from Canada, Allianz from 
Germany, Axa-UAP from 
France and Aetna from the 
US. 

Last month, Zhu Rongji, 
China’s prime minister, 
announced the imminent 
approval of a licence for the 
first British insurer, widely 
expected to be Royal & Sun 
Alliance, and insurers in 


The experience of the insurance sector suggests that 
corporate China could prove a beneficiary, not a victim, 
of the gradual liberalisation of its financial markets 


and general, has grown from 
Ynl.lbn in 1991 to Yn&7bn 
(Jlbn) last year. 

As the life insurance 
industry has emerged as the 
fastest growing and most 
lucrative area of the insur- 
ance business in S h anghai, 
PICC Life has seen its 
income mushroom to 
Yn2.6bn last year. 

“Hie liberalisation of the 
market has done much to 
promote our business," He 
Jingzhi, president of PICC 
Life in Shanghai,, says. 
“When there was only one 
insurance company in the 
market, we could do what 
we liked, but now we have to 
improve our competitiveness 
to match the other insurance 
companies." 


national Group, the US com- 
pany, which won an excep- 
tional licence to sell life and 
general insurance policies 
first in Shanghai, then later 
in Guangzhou, southern 

fThtnfl, 

AIA, the company’s sub- 
sidiary, brought the agency 
system to China in force, 
invigorating the dormant 
demand fen* life policies 
among China's prudent con- 
sumers end jolting the 
sleepy domestic providers of 
insurance policies into 
action. 

Since then, a trickle of 
other insurers has been 
allowed into the market, typ- 
ically on more restrictive 
licences that penult compa- 
nies to do either life orgen- 


Shanghai suggest an Austra- 
lian lirpnrft is in the offing. 

The arrival of more for- 
eign ins ure rs *nH the emer- 
gence of an increasing num- 
ber of domestic ones has 
prompted consideration of 
another modest market . 
opening: the admission of 
insurance brokers. 

Senior officials at the 
People's Bank of China, the 
central bank, have recently 
indicated that they' may 
shortly approve licences for 
one or two foreign insurance 
brokerage companies to set 
up joint venture companies 
in China. 

Liberalisation has opened 
new avenues, but also put 
fresh strains on the domestic 
Insurers. In particular, the 


market expansion, coupled 
with h alf -hearted reform of 
regulations restricting 
investments by insurance 
companies, is causing awk- 
ward pressures. 

Investments by Chinese 
insurers are severely lim- 
ited: for example, they can 
buy government, bonds but 
cannot operate freely in tile 
equities markets. 

Eds He says that the PICC 
is not making a pro fit and 
“the main reason is that Chi- 
na’s Insurance law stipulates 
that we can only invest at 
the banks and in bonds, 
while the guaranteed inter- 
est rate we have to provide 
to OUT customers is hi gher *. 

"We have appealed to the 
government for greater 
investment channels," says 
Ms He. 

Relaxing the restrictions 
on the investments of the 
insurance Industry is, there- 
fore, the next step in the 
reform process, one that 
could bring a new underpin- 
ning to stock markets in 
China, and foster a more 
mature financial services 
industry. 

Another reform will the 
further transfer of the wel- 
fare burden of the state, for 
example health care, to the 
insurance sector. Industry 
observers hope new medical 
insurance policies will be 
allowed soon. 

Meanwhile, China’s 
domestic insurers are brac- 
ing themselves for a fiercer ' 
fight, as a few more foreign 
insurers join the fray and 
the giddy pace of growth 
looks set to slow. 

As Mr Zhu explains: “hi 
the past few years, the pace 
of growth has been 
extremely fast, but in the 
next few years that will be 
reduced. You can’t expect 
someone who runs the 100m 
dash to keep up the same 
pace over a 3,000m course.” 


US insurance chief seeks China licence 


ing any solution is compati- 
ble with the WTO ruling. 

K also wants any licensing 
arrangements to be regu- 
lated by EU nations rather 
than the Commission. 

Banana importing coun- 
tries including Sweden, Den- 
mark. the Netherlands, Bel- 
gium and Luxembourg, want 
the duly on the additional 
353,000 tonnes to be lower 
than the Commission has 
suggested. 

The Commission said it 
believed its differences 
would be resolved by June, 
although officials said it 
would fight Us comer hard. 

Bechtel 
in $600m 
Croatian 


road 

deal 


By Junes Kynge to Beffnfl 

Dean O'Hare, chairman of 
the US insurance company 
Chubb said yesterday that 
he would regard a planned 
US- China summit in June as 
a failure unless two new 
insurance licences were 


awarded to American compa- 
nies. 

He said he hoped Oral*, 
which has been aggressively 
campaigning for a China 
licence, would be granted 
one. Only a handful of for- 
eign insurance companies 
have so far been granted 


access to the fist growing 
but heavily protected Chi- 
nese market 

The sale of insurance pre- 
miums grew by 39 per cent 
last year to YnlOSbn (Sl3hn). 
Analysts forecast that the 
market as a whole will grow 
from Yn38hn in 1992 to more 


than Yn250bn by 2000. 

David Aaron, US under- 
secretary of commerce, said 
this month that insurance 
access was at the top of the 
US agenda for this summit. 
China and the US are cur- 
rently in intense negotia- 
tions over what commercial 


concessions Beijing may 
grant and what it expects in 
return. 

“If there are not two 
(insurance) licences, I will 
consider the summit a fail- 
ure,” Mr O’Hare said at the 
World Economic Forum 
meeting in Beijing: 


By Jarad Manasek to Zagreb 

Croatia’s ambitious plans to 
build 2,000km of motorways 
to provide rapid access to 
Croatian ports and coastal 
resort areas from central 
Europe have taken a big step 
forward with the signing of a 
3600m deal with Bechtel, the 
US construction group. 

The agreement is for the 
construction of a four-lane 
120km motorway which will 
run from the Slovenian bor- 
der to Zagreb, the Croatian 
capital, down to the border 
with Bosnia. The exact 
course of the subsequent 
extension to the coast 
remains to be decided. 

The agreement was signed 
by Bechtel's senior vice-pres- 
ident. Charles Redman, and 
the Croatian minister for 
reconstruction and develop- 
ment. Jure Radic, in Dubrov- 
nik last month on the second 
anniversary of the air crash 
near Dubrovnik that killed 
Stuart Tholan. a top Bechtel [ 
executive, and Ran Brown. ! 
the US commerce secretary. 
Mr Brown and several lead- , 
ing executives of US ccmpa- | 
nies were cm a trade mission 
seeking business opportuni- 
ties in the region. 

Initial plans for the contin- 
uation of the highway 
through Bosnia and down 
the Croatian coast to Split 
and Dubrovnik were 
changed last year when the 
Croatian government 
decided to follow an alterna- 
tive and longer route around 
Bosnia. 

But in December last year 
the government reversed its 
decision and announced 
co-operation with the gov- 
ernment of Bosnia on contin- 
uation of the project But the 
final route of the highway is 
subject to further change. 

“We don't have any com- 
mitment to do anything in 
Bosnia at this point,” Mr 
Redman said. “This is a 
stand-alone project in its 
simplest form." 

Construction is expected 
to start in July pending the 
arrangement of bridging 
finance and will continue to 
2002. 

Bechtel will work with the 
Turkish construction com- 
pany Enka, but has agreed 
that at least half of the con- 
tract value will be spent on 
local content and the project 
will employ up to 16,000 
workers. 

Financing for the project 
is expected to be in place in 
the next six months. Exim- 
bank, the US export credit 
agency, will finance the 
import of $200m worth of 
construction equipment, 
with the remaining 3400m 
expected to be in the form of 

graw mmmtf iinrantowl Com- 
mercial loans. There could 
be some involvement from 
European or other credit 
agencies, Mr Redman added. 

The Eximbank credits are 
the first major credits the US 
has extended to Croatia, but 
the agency is gearing up far 
far ther investment in Croa- 
tia. including part of a 
DMl79m (398m) contract for 
the rehabilitation of a ther- 
mal co-generation plant 
signed by Parsons of the US 

last month. 

The extension of the high- 
way along Croatia’s Adriatic 
coast is crucial for the devel- 
opment of Croatia’s tourism 
industry. Croatia earned 
more than {2 bn from tour- 
ism last year but the indus- 
try is stfil suffering from the 
combined effects of the 
1991-95 war and a slow eco- 
nomic restructuring process. 

In the past six months, 
Croatia has signed several 
smaller motorway construc- 
tion deals worth a total of 
3800m with Walter Bau of 
Germany. Astaldl of Italy 
and the French company 
Bouygues. 
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The road to financial security can be demanding when 
one drives alone. Which is why significant investors rely 
on the expertise of Union Bank of Switzerland. Having 
offered discretionary and advisory investment services 
for many years, we work closely with our clients and 
their families to ensure a safe haven for the assets of 
both present and future generations. Financial strength, 
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personal service, the confidentiality and discretion of a 
Swiss bank: all reasons that mean you can drive on a 
road to long-term prosperity with UBS Private Banking. 
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POLITICAL HEAVYWEIGHT ARCHITECT OF TELECOM SELL-OFF AND CLOSE FRIEND OF PRESIDENT 


Motta death 


By Geoff Dyar in S3o Paulo 

Sergio Motta, Brazil’s 
communications minister, 
has died after suffering a 
lung infection, dealing a 
huge political and personal 
blow to President Fernando 
Heorique Cardoso. 

With the death of Mr 
Motta, Mr Cardoso has lost 
the architect of the plans to 
privatise Brazil's telecommu- 
nications system, his princi- 
pal deal maker with con- 
gress. the organiser of his 
1994 election campaign and 
his closest political friend. 

The loss of Mr Motta will 
be most keenly felt on the 


political front. During impor- 
tant congressional votes, it 
was usually Mr Motta who 
was the government's ma in 
negotiator with deputies. 
‘There is no one else In the 
government with his influ- 
ence. his access or his per- 
suasive powers.” said 

Ricardo Pedrira, a political 
analyst in Brasilia. 

The government is desper- 
ately trying to kick-start vot- 
ing on the pension reform 
bill, a central part of its 
strategy. However, the bill 
risks being held over until 
after the election. 

Mr Motta, who was 57, 
died just before midnight on 


is heavy blow to Cardoso 


Sunday after the Infection 
aggravated an already seri- 
ous lung disease. He had 

been in Intensive care since 
April 10. 

Both Mr Motta and Mr 
Cardoso were former left* 
wing activists in S3o Paolo 
awH the two Tnpn hail been 
close allies since the late 
1970s. Mr Cardoso, who was 
due to attend the funeral 
yesterday in S3o Paulo, said: 
IBs memory will serve as 
an inspiration for those of us 
who believe it is possible to 
change things." 

With the death, Mr Car- 
doso’s Social Democratic 
party (PSDB) has also lost 


its most forceful political 
operator and main electoral 
strategist. Often criticised 
for being dominated by intel- 
lectuals. Mr Motta was one 
erf the few PSDB politicians 
who could defend the party’s 
Interests during the fierce 
in-fighting that Mr Cardoso's 
coalition periodically suffers. 

The candidates within the 
PSDB to take up some of Mr 
Motta’s functions include 
Tasso Jareissati, governor of 
Cesra, Mario Coras, the Sflo 
Paulo governor, and Jos£ 
Sena, the health minister. 

The privatisation of Tele- 
brfis, the state-controlled 
telecoms group, which is 


forecast to raise over 
USJ20bn, is not expected to 
he significantly affected. 

The process Is already 
well advanced and most of 
the Important decisions have 
been taken," said S&rgio Mis- 
sima. an analyst at Fatar 
Securities in Sflo Paulo. 

Temporary replacements 
for Mr Motta were 
announced last week when 


Mr Motta’s deputy, taking 
over as minister, and Loiz 
Carlos Mendonga de Banos, 
president of the National 
Development Bank, assum- 
ing responsibility for over- 


seeing the telecoms sell-off. 

Analysts believe it likely 
that the two men will con- 
tinue in . these roles until 
after the October general 
election but the govern- 
ment's already ambitious 
timetabl e for the privatisa- 
tion, which it hopes to com- 
plete by July, might slip. 

Bankers involved in the 
deal have expressed con- 
cerns that Mr Motta’s 


making. The government 
has still to announce the 
level of participation in the 
12 new operating companies 
that foreigners will be 
allowed to take. 


his health began to deterio- 
rate, with Juarez Quadras, 1 absence had slowed decision- 


IMF chiefs face a grilling 
from lone independent 
warrior of Capitol Hill 

Bemie Sanders is taking on the might of the White House and 
most of the Senate. Nancy Dunne sets the scene for the battle 



A s a democratic socialist 
in the European mould, 
Bemie Sanders some- 
times describes himself as 
the Sisyphus of Capitol Hill. 
Like the Greek mythical fig- 
ure. he feels eternally con- 
demned to making little 
headway. 

But In today’s Congress of 
shifting alliances, Mr Sand- 
ers - the only independent - 
has becoming increasingly 
effective as a bridge between 
Republicans and Democrats. 
His current target is the 
International Monetary 
Fund. 

Together with Spencer 
Bachus, Republican chair- 
man of the House banking 
subcommittee on oversight 
and investigations, Mr Sand- 
ers announced plans for a 
hearing today "to examine 
the internal workings of the 
IMF". 

The star witness win be 
Karin Lissakers, the US 
executive director for the 
IMF. She will be grilled 
about her failure to vote 
against loans which do not 
promote workers’ rights, 
protect the environment and 
indigenous people or pro- 
mote dozens of other goals 
for the IMF, which Congress 
has set over the years in leg- 
islation. 

“We want to know why US 
law is not being followed," 
said Mr Sanders, who rarely 
pulls his punches. 

The real target is not Ms 
Lissakers but the Sl7.9bn 
funding which the adminis- 
tration is seeking from Con- 
gress far future IMF bail- 
outs. 

A bill appropriating the 


money has passed the frill 
Senate and the House bank- 
ing co mmi ttee. It won House 
Democratic support by 
adding provisions requiring 
the US executive director to 
use her “voice and vote" to 
push for a more open IMF 
which invests in social pro- 
grammes and supports col- 
lective bar gaining . Mr Sand- 
ers and Mr Bachus will try 
to convince Democrats that 
trying to reform the IMF 
through concessional direc- 
tives will be as futile as it 
bas proved in the past 

The IMF must become a 
far more open and account- 
able institution,” he said. It 
“has enormous power over 
dozens of countries, but very 
few people - including the 
members of the US Congress 
- have an understanding of 
the reasoning behind IMF 
decision-making.” 

It is hard to imagine Mr 
Sanders and his allies among 
populist Republicans win- 
ning this particular battle 
against a determined admin- 
istration, most of the Senate 
and Newt Gingricb, House 
Speaker. But he has pulled 
off many surprises to date. 

The son of Polish immi- 
grants, Mr Sanders was a 
leftwing activist at the Uni- 
versity of Chicago during 
the turmoil of the 1960s. He 
later moved to Vermont and 
quickly joined the leftwing 
Liberty Union party, which 
nominated him four times to 
run for state-wide office. His 
efforts were unrecorded 
until 19S1 when, running for 
oiayor of Burlington, he can- 
vassed the 40,000 voters so 
intensively that he beat the 


entrenched Democratic 
machine - by 10 votes. 

Ignoring barbs about revo- 
lutionaries taking over in 
the once Republican state, 
Mr Sanders re-ordered the 
city’s priorities. He created 
jobs, low-co6t housing and a 
municipal childcare centre 
and shifted the tax burden 
from home owners to hotels, 
restaurants and companies 
using public facilities. 

""My experience is that if 
you talk issues, propose 
ideas, and fight for ideas 
that make sense to the mid- 
dle mass and working fami- 
lies. people will respond,” 
said Mr Sanders. *Tm not 
just an Intellectual spouting 
off. As mayor, Z created 5,000 
jobs Cm a city of 40.000) and 
doubled voter turnout 
because people felt part of 
the process- Even my worst 
enemies will tell you I was a 
good mayor." 

On coming bo Congress in 
1991, Mr Sanders formed the 
Progressive Caucus with 
four other members. After 
the Republicans took over 
Congress four years later, it 
expanded rapidly to 58 mem- 
bers. the largest in Congress. 
As its chairman, Mr Sanders 
has been omnipresent - 
working one day on legisla- 
tion to help credit unions, 
the next against sweatshops, 
and on another for a rise in 
the minimum wage. 

"I have been very sad- 
dened by the priorities of 
Congress," he said. “Time 
and again we ignore the 
needs of middle class and 
working families and end up 
doing the bidding of wealthy 
people in multinational cor- 


porations.” Mr Sanders has 
been most successful in get- 
ting amendments passed, 
particularly on appropria- 
tions bills. When he pushes 
social programmes, he allies 
himself with Democrats. 
Opparing President Bill Clin- 
ton's bid far Cast-track trade 
negotiating authority, popu- 
list Republicans joined the 
coalition and won. 

T don't think the political 
spectrum runs from left to 
right now as much as from 
top to bottom,” said his wife, 


Jane Sanders, a community 
activist in Burlington. 
"People like to think it is a 
question of odd bedfellows, 
but it's who you represent: 
the people making a living 
from their own labour or the 
corporations?” 

But Mr Sanders is preoccu- 
pied with the IMF bilL It is 
possible that it may not even 
be brought up alone for a 
House vote. It may be added 
in a House-Senate confer- 
ence on a supplemental 
appropriations bi£L included 


in a domestic disaster relief 
package, which would be 
hard to vote against, and 
then brought to the floor. 
This would be “an outrage". 

"It Is pretty clear that the 
function of the IMF is not in 
the Interests of the poor in 
developing countries or 
working Americans," Mr 
Sanders said. “It is to protect 
multinational corporations 
and big banks which have 
made huge sums of money 
in Asia and see their loans 
a nd business going soar." 


NEWS DIGEST 


NEW SKIES SATELLITE 


Chief executive could be 
in place by end of May 

An International team of headhunters hopes to have found a 
.chief executive for the company that win be spun off ^from 
Intelsat, the inter-govemmsntal satellite conaortfwn, DYTJte 
and of May. N.M. Rothschild, which is acting as financier 
adviser to Intelsat, Is co-ordinating the search tor a head of 

New Sides Sateflitee, which will be formed on Juty i. 

New Skies wiH start up with five sateffites and one more 
under construction with a book value of an estimated S70Qm 
a year and revenue of $200m annually. It would took lor pri- 
vate partners for Its ventures. Intelsat officials said. 

Andrew Brown, Intelsat vice-president, said the orgawM-’ 
tion, which provides voice, data and video services to over 
200 countries and twritorias, would not spin off any mote 

companies. Officiate said that when staff were m place, deci- 
sions would be made about the location of the compony s 
headquarters, financial strategy and perhaps, a new name, 
Intelsat announced its plans last month after four y aaraof_ 
negotiations, and under pressise from the US. which onginafly 
sought a complete privatisation of the consortium. 


AIRLINE QUALITY 


Complaints rise 20% 

Air travellers are increasingly unhappy with US airlines, with 
official complaints by consumers rising 20 per cent last yma r 
to reach a monthly average of 8.6 for each 1m passengers, 
according to an independent study published yesterday. 

The annual airline quality ratings, conducted by Nebraska 
and Wichita State universities, found that passengers rata 
customer service above loyalty to particular companies. Their 
complaints included problems with cancellations, delays end 
unfair advertising. 

For the third consecutive year, Southwest Airlines was rated 
the top air carrier, while Alaska and Continental trailed far 
behind in second and third piacings. Continental has substan- 
tially improved Its rankings since 1994, when the company 
was rated the poorest quality airline in the US. That position ' 
is now held by US Airways. Richard WoHfe, Washington 


CREDIT RATING 


Moody's downgrades Ecuador 


New measures to cut Ecuador's budget deficit have run Into - 
political opposition after a top US rating agency cited political 
bickering as a principle reason for downgrading the country’s 
prospects. 

Moody's Investors Service downgraded rts B1 foreign cir- 
rency debt rating from stable to negative on Friday. It cited 
"serious concerns over a sharp deterioration in Ecuador's 
short-term prospects due to adverse external shocks and 
continuous political bickering between and within the legisla- 
tive and executive branches". 

The measures announced by the finance minister, Marco 
Flores, on Friday included a tax of 1 to 3 per cent on the 
value of all motor vehicles apart from public transport, elimi- 
nation of some value-added tax exemptions, a contribution of 
two or four days’ salary according to Income by all public and' 
private sector workers, public spending cuts of $50m and a " 
one-off tax on production. Justine Newsome, Quito 


COLOMBIA STRIKE 


Unions protest against murder 

Colombia's leading public sector unions held a 24-hour 
national strike yesterday in protest against the murder on Sat- 
urday of a human rights lawyer. 

The public sector oil workers union USO. which Includes 
some 10,000 active and retired workers of the state oil com- 
pany Ecopetrol, began the strike at 6am. Joachim Gomez, 
general manager of Ecopetrol r s principal oil refinery at the 
river port of Barrancabermeja. said petroleum and gas distri- 
bution had been seriously affected. But he added that the 
company’s reserves were sufficient to last 24 hours. 

Ecopetrol executives expressed concern the union might 
opt to protong the strike. Hernando Hernandez. USO presi- 
dent said the strike's length was in the hands of the unions 
involved in the protest Adam Thomson, Bogota 


Mexican reforms are set 
for a stormy passage 


Opposition parties will not rubber-stamp 
Zedillo's proposals, writes Leslie Crawford 


President Ernesto Zedillo's 
financial reforms are headed 
for a protracted, stormy pas- 
suro through Congress as 
opposition parties bulk at 
the cost of rescuing Mexico's 
ailing banks. 

Government officials had 
hoped the legislative pack- 
age. which includes a 
request for 552bn pesos 
iS65bn> to pay for the bail- 
out, would have its first 
reading m the lower house 
before the end of the present 
session on April 30. 

But opposition parties, 
which control the Chamber 
of Deputies, have seized on 
the opportunity to hold the 
first, full-blown debate on 

the government's handling 
of Mexico's financial crisis, 
and say they will not 
rubber-stamp Mr Zedillo's 
proposals. 

“There will be no fast- 
track for the government's 
financial reforms," says 
Dolores Padiema, a deputy 
for the leftwing Revolution- 
ary Democratic Party (PRD). 
“The government is propos- 
ing a complete overhaul of 
Mexico's financial system. 
We need more time to study 
the initiative.” 

There are 11 bills before 
Congress, which government 
officials describe as the cor- 
nerstone of Mr Zedillo's eco- 
nomic programme for the 
remaining three years of his 
six-vear presidency. 

They include proposals to 
give the Bank of Mexico full 
control over exchange rate 
policy, strengthen banking 
supervision, and amend 
banking laws to remove all 
restrictions on foreign own* 



Zedillo: faces opposition 

ersbip of Mexican banks. 

Congressmen have raised 
objections to all of the 
above, but the most contro- 
versial aspect of the package 
relates to the Bank Deposit 
Insurance Fund, known as 
Fabaproa, which Injected 
significant amounts of capi- 
tal to prop up insolvent 
banks. Fobaproa also 
acquired hundreds of bil- 
lions of pesos of bad loans in 
a three-year bailout of the 
banking sector. 

The government wants to 
transfer the 552bn peso cost 
of the rescue operation, cur- 
rently off-balance sheet, on 
to the governments books, 
and for this it needs the 
approval of Congress. 

But the sum. which equals 
14J5 per cent of gross domes- 
tic product and which was 
disclosed for the first time 
when the finance bills were 
sent to Congress, has stag- 
gered legislators. 

If Congress approves the 
funds, Mexico’s public debt 
will rise from 27.9 per cent of 
GDP to 424 per cent. 


"It is a huge sum to 
approve in one go," says 
Marcelo Castelo of the con- 
servative National Action 
party (PAN). 

“We want a blow-by-blow 
account of how bankers 
were allowed to off-load their 
bad assets on to the govern- 
ment. The operations could 
hide a multitude of sins, 
including fraud awri money 
laundering,” he said. 

Marcelo Ebrard, an inde- 
pendent congressman, said: 
"The president of Mexico has 
always enjoyed unlimited 
economic and political 
power. Where else in the 
world can a president freely 
dispose of 145 per cent of 
grass domestic product and 
then ask Congress to sign a 
blank cheque? The banking 
crisis underscores the lack of 
accountability of the execu- 
tive. It is unacceptable and it 
must change." 

Ms Padierna, of the PRD, 
added: "Taxpayers ate being 
asked to foot the bill fra- mis- 
takes maifo by bankers 
the government. There are 
alternatives. The govern- 
ment could become a share- 
holder of troubled banks, 
and then sell than when the 
financial system is in better 
health.” 

But Martin Werner, dep- 
uty finance minister, says 
nationalisation was not an 
option at the height of the 
1995 financial crisis. Taking 
over banks that had been 
privatised only three years 
before would have com- 
pounded the problem. 

In addition, Mr Werner 
says most bankers paid 
dearly for the privilege of 
cleaning up their balance 
sheets at the government’s 
expense. 


Clinton 
plea on 
tobacco 
bill 

By Marie Suzman h Wa shing ton 


President Bill Clinton 
yesterday warned Congress 
not to be deceived by the 
“smokescreen” put up by the 
tobacco industry and urged 
passage of a tough anti- 
tobacco bill currently being 
considered by the Senate. 

In a brief press conference, 
Mr Clinton criticised com- 
plaints by tobacco compa- 
nies that the legislation 
might bankrupt them, and 
said that the $5l6bn proposal 
sponsored by John McCain, 
chair of the Senate Com- 
merce Committee, was a 
"strong step in the right 
direction”. 

“It is time for the type of 
comprehensive approach to 
the problem that Senator 
McCain takes,” Mr Clinton 
said. "This is not a time for 
half measures." 

Mr Clinton's comments fol- 
low growing indications that 
the House of Representatives 
is p lanning a narrower anti- 
tobacco bd that would have 
more limited financial penal- 
ties. Over the weekend Newt 
Gingrich, House speaker, 
dismissed the Senate pro- 
posal as a "big government'” 
bill He said he favoured 
using any additional tobacco 
revenue for tax cuts rather 
then to fund new govern- 
ment programmes. 

Earlier this month, 
tobacco companies declared 
war on the bill alter having 
agreed last year to pay out 
S368.5bn over 25 years and 
accept tough advertising 
restrictions in return for pro- 
tection from big state law 
suits. 
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Pittsburgh became famous for" making the steel that countless skyscrapers, railways and cities were built with. 
Steel that had to be strong. Dependable. And had to last. 

At FORE Systems, we don't see why your company's computer networks should be any different 

So we build networks that can take anything your company throws at them, without breaking. Without going down. 

Networks that don't need constant attention from people who have better things to do. 

Networks that let you make the most of technology’s next big thing, and the technology you already have. 

Networks that let your company do more, and do it better. Giving you a communications infrastructure that really 
is an infrastructure, instead of something you have to rip out and replace every few years. 

But then, we're from Pittsburgh. 

That’s how we build things here. 
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Abacha set to be only candidate in Nigerian election 


By Mchae) Holman, Africa 
Editor, fin London 

Sani Abacha, Nigeria’s 
military leader, yesterday 
looked set to become the sole 
candidate in August’s presi- 
dential elections, defying 
warnings that such a move 
might trigger further inter- 
national sanctions. 

Any hopes that the poll 
would be credible were 
dashed yesterday when dele- 
gates at the convention oF 
the Grass Roots Democratic 
Movement meeting in the 


northern Nigerian city of 
Maiduguri voted for the 
54-year-old general as their 
presidential nominee. 

All five of the government 
sanctioned parties have now 
selected Gen Abacha. elimi- 
nating potential competition 
for the presidency in what is 
intended to be the last stage 
of Nigeria's transition to 
civilian rule. 

Gen Abacha has not yet 
said he will contest the poll, 
but he has done nothing to 
discourage a campaign on 
his behalf. 


The Transition Implemen- 
tation Committee, responsi- 
ble for the administration of 
the phased handover, said 
that the August 1 vote might 
instead become a referen- 
dum on Gen Abacha’s candi- 
dacy. 

“We should wait to know 
what the electoral law says," 
Khalifa Hassan Yusuf, a 
committee official said. The 
natural option would be a 
referendum at which people 
will be allowed to vote either 
for or against." 

But Nigeria's main opposi- 


tion group, the United 
Action for Democracy. caDed 
on Nigerians to boycott all 
elections, starting with the 
poll for the National Assem- 
bly due to take place on Sat- 
urday. 

“Abacha has commenced 
the definitive stages of his 
self-transformation agenda 
via the process of stage man- 
aged endorsement by politi- 
cal parties," the UAD said- 
“Unless the Abacha election 
programme is halted 
through democratic mass 
action, the nation will be 


presented with a disastrous 
felt accompli”. 

The credibility of the 
regime's promise to restore 
democracy to Nigeria by 
October 1 had already been 
undermined by its 
heavy-handed approach, 
including harassment or the 
-opposition and the continued 
detention of chief Moshood 
Abiola, winner of the 
aborted 1993 presidential 
election, and retired genera] 
Olusegun Obasanjo. the 
country's respected former 
military leader. Limited 


sanctions including an arms 
embargo and a ban on visas 
for ministers of the regime, 
were imposed after the exe- 
cution in November 1995 of 
Ken Saro-Wiwa and eight 
other community activists. 

. Jbe . latest , development 
■ -s eems certain, however* -to 
lead to r»TTa for further /mea-- 
sures. At the summit in 
Edinburgh last October, 
Commonwealth - -leaders- 

warned that Nigerla.'already 
suspended- frofo member- 
ship, risked expulsion and 
. the- introduction of' further 


sanctions including trade 
restrictions if the regime did 
not honour its pledge to 
return to democracy ■ 

Oil exports of about 1.4m 
barrels a day account for 
more than 90 per cent of the 
, country's foreign exchange 
o qmmg g , but, so far western 
governments have been 
reluctant to commit them- 
selves to an oil embargo. 

" A range of other measures 
are. under consideration, 
faVjinritng - a.- ban on air links, 
‘and freezing bank accounts 
• of senior members, of the 


regime. There are doubts, 
however, as to whether they 
would be effective, with 
Nigeria’s neighbours likely 
to seek exemption from the 
travel ban while the regime 
officials will have had suffi- 
cient advanced warning to 
conceal or transfer any 
assets held abroad. 

A further complicating fac- 
tor is Nigeria’s involvement 
in Sierra Leone where its 
troops have played a leading 
role in the restoration of 
civilian government and are 
responsible for security. 


OBITUARY TREVOR HUDDLESTON 


Apartheid’s turbulent priest 


NEWS DIGEST 


Trevor Huddleston, who has 
died at the age of 84, was a 
man of God, a monk, a 
socialist possessed of a deep 
faith In Christ and a consist- 
ent uplifter of the spirit. He 
held unwaveringly to his 
perception of humanity as 
an expression of the divine. 
He skilfully manipulated the 
great and the good in the 
interests of the wretched. 

He saw God in everyone. 
Desmond Tutu recalls that 
when be was a boy of about 
eight. Father Huddleston 
swept past him and his 
mother, who was a cook in a 
hostel for black blind 
women. The tall white man 
In a big black hat and white 
flowing cassock doffed his 
hat. 

“You could have knocked 
me down with a feather." 
Archbishop Tutu wrote 
many years later. “I couldn’t 
understand a white man 
doffing his hat to a black 
woman, an uneducated 
woman." 

Archbishop Huddleston 
was not without flaw. He vis- 
ibly enjoyed fame, access to 
the media, a place on the 
world stage. This was never 
wholly vanity. The driving 
force was his consciousness 
that Christ became man, 
that to campaign for the bet- 
terment of tiie life of the dis- 
possessed was an act of wor- 
ship. This gave him the 
confidence to correspond 
with everyone, to knock on 
any door, as when he 
extracted the gift of a trum- 
pet from Louis Armstrong 


for the then unknown Afri- 
can township boy Hugh 
Masekela. 

It is a blessing that the 
angry young priest who 
fought against the destruc- 
tion of Sophiatown after 1948 
lived to see South Africa 
turn from apartheid to 
democracy, that he could cel- 
ebrate the transformation. 
He was the first white to be 
awarded the ANC’s highest 
honour, Isittualandwe. 

That was in 1955 when the 
Freedom Charter was 
adopted. In 1991 he was 
invited to re-open proceed- 
ings at the ANC’s first con- 
ference after being unban- 
ned. His commitment was 
total, even to the point of a 
certain blindness to the 
organisation's manifest 
faults. 

His Ufe cannot be under- 
stood outside its religious 
context. He was born in Bed- 
ford. England in 1913. His 
father, a naval officer, was 
absent in India, as, for many 
years afterwards, was his 
mother. He was brought up 
by an aunt, in a devout 
Anglo-Catholic home. As a 
boy he believed he would be 
called to the priesthood. He 
was sent to Lancing College, 
a favourite school for the 
sons of priests, and there, 
while not yet a man. he 
started to keep a rule of wor- 
ship. 

At Christ Church. Oxford, 
he knew he was to become a 
monk. Following the 19th 
century Oxford Movement of 
Keble, Pusey and Newman. 


FROM THE DIRECTORATE GENERAL 
OF 

TURKISH RED CRESCENT SOCIETY 

(Tender of Built, Manage and Hand Over) 

A tender will be help for the building, managing, 
h anting over and renting of the building belonging 
to our Directorate General and situated at Kizilay 
Sq. in Ankara with the model of (Build-Manage- 
Hand Over), said building has approximately 
45,000 Square/Meters of covered area. 

Bids must be delivered on or before 12.00 hours 
on Monday 1st June 1996. 

Interested eligible bidders may obtain further 
information and a set of Bidding Documents from 
Department of Technical Affairs of our General 
Headquarters: 

Address; Ata? Sok. no 32 ANKARA - TURKEY 

Tel: 90 312 4302300 

Fax: 90 312 4300175 - 433 0531 


BUSINESS SERVICES 


IN TACOMA, WASHINGTON U-SjA. 

EXPORTING QUALITY 
SOFTWOOD LUMBER AND PULP 
FROM THE UNITED STATES 
For further inquiries, please call 
Pulp - 41 - 22 - 849 - S81 1 
(Switzerland) 

Softwood Lumber area code (2S3) 924 -2746 
(United States) 


SISTEM/EXECDTITE OFFICE FURNITURE 

Direct from Italian Manufacturer 
Up to 60% discount from R.R.P. 

Tel: 0171 295 1111 


Angers, Levin & Bate 

li i yriwmibTxx Liridlim 

Cost E^cdvB Rcpracnation 
of Global C&ots in U.S. Courts 
USA offices in New York. 
New Jersey, Pennsylvania 
908J06J50Q hx: JlSW 
Fmnil- A3jr@ancertlxw.COO] 


BUSINESSES 


Appear in the Financial Times 
every Tuesday, Friday and Saturday. 
FAT further tafomatton. 

AT to MfMrifM bl MCtiOfl. 
please contact 
Marion Wedderlmra 
+44 0171 873 4874 


he saw the Mass as central 
to the act of worship. In mid- 
life, when Bishop of Masasi. 
Tanzania, he could be seen 
performing the ritual in full 
regalia, his great Jewelled 
mitre making him even 
taller. The balletic ceremony 
filled the mud-walled 
churches of Masasi’s outly- 
ing districts. 

Alter Oxford and a year 
abroad he studied at Wells 
theological college and in 
1936 became a curate in 
Swindon. Three years later, 
aged 26, he went to Mirfield. 
seat of the Community of 
the Resurrection. There, In 
1941, be took the monastic 
vows. He kept the offices, on 
bis knees in prayer for some 
hours every day, for the rest 
of his life. 

In 1943 he was sent to 
South Africa, to head the 
community mission in 
Sophiatown. What happened 
next is recounted in Nought 
for Your Comfort, a book that 
opened the eyes of the out- 
side world to the evils of 
apartheid. It was there that 
he led his first campaign, 
against the forced removal 
of blacks from Sophiatown, 
and made his first decision 
of high political principle, 
which was to close the 
church school rather than 
hand It to government con- 
trol and an inferior “Bantu" 
syllabus. The character of 
Father Vincent in Alan 
Paton’s Cry, The Beloved 
Country is drawn from Hud- 
dleston in South Africa. 

In pursuing these strug- 


gles he formed lifelong 
friendships with Oliver 
Tamb o and Nelson Mandela 
and many distinguished fig- 
ures in the anti-apartheid 
movement and beyond. This 
marie him deeply unpopular 
with most white South Afri- 
cans, and the Nationalist 
government. In Britain the 
establishment regarded him 
as a trouble-maker, then as 
ever after. The Archbishop 
of Canterbury reproached 
him for his tactics. In 1955 
he was recalled to Mirfield, 
forced to leave his loved and 
adopted home by his vow of 
obedience. 

The rest of his life was 
given focus by the continu- 
ing struggle against racial 
oppression. He never 
achieved high clerical nffifg 
in Britain. The church, 
which he believed should be 
disestablished, did not know 
how best to use his passion. 
He was sent to the bishopric 
of Masasi in 1960. He became 
a friend of President Julius 
Nyerere, and a myriad of 
Tanzanian children. Most 
people who know him will 
retain the memory of a 
laughing Huddleston, a 
happy child or two on his 
knee. 

In 1968 he returned to 
become suffragan Bishop of 
Stepney. He was Ideally 
qualified to minister to the 
poor of east London, know- 
ing well the meaning of the 
antipathy towards the Asian 
and West Indian parts of the 
population. 

In 1978, aged 65, he moved 



CONFERENCE ON IRAQ 



Father Huddleston: ‘It is a blessing feat the angry young priest who 
fought ageinat the destruction of Sophiatown after 1948 Bved to 
see South Africa turn from apartheid to democracy* Tony Andrews 


again, to become bishop erf 
Mauritius and Archbishop of 
the Indian Ocean. The pres- 
ence of Moslems. Hindus and 
Buddhists in his super-dio- 
cese contributed to bis grow- 
ing appreciation of other 
faiths, an ecumenism that 
developed as he grew older.' 
He returned to London in 
1963 to sparse rooms at St 
James’s, Piccadilly, taking. 
among other appointments, 
the presidency erf the Anti- 
Apartheid Movement 
Until the end he lived the 
life of a monk, maintaining 
the disciplines of his Com- 


munity, and regularly going 
home to Mirfield. He 
remained in touch with pub- 
lic affairs, always alert to 
opportunities to exploit the 
media in the interest of his 
now international Bode. The 
TV pictures of his joyous 
reception of the -news of the 
ANC’s election victory 
touched many hearts. He 
died with the flame of his 
great crusade, the better- 
ment of the human condi- 
tion for the love of Christ, 
hriri high. 

Joe Rogafy 


Britain’s humanitarian 
move comes under fire 

The Arab League has criticised a humanitarian conference on 
Iraq which opened in London yesterday, and Syria, Jordan. 
Turkey and Russia decided not to send delegates to the 
two-day meeting. _ 

Backed by the UK presidency of the EU, the conference » 
seeking ways donors and non-govemmental organisations 
can complement the United Nations oU-for-food programme, 
under which Iraq can sefl oil to buy food and medicine. 

But the conference has been attacked by Baghdad as a 
British political manoeuvre and some officials fear that Iraq's 
reaction to the conference could end up undermining the oS- 
for-food programme and Iraq's relations with the United 
Nations. 

The Arab League said a humanitarian meeting on Iraq 
should be held under the auspices of the UN and that it 
should Include Iraq, the concerned party. Ironically, the only 
Arab country of those invited which agreed to attend foe 
meetings is Kuwait whose 1990 Invasion by Iraq led to foe 
UN imposed sanctions. 

In opening remarks yesterday. Clare Short, British interna- 
tional development secretary, said the aim of the meeting was 
to help improve the conrfitions of people In Iraq. She agreed . 
with the UN assessme n t on the need to target nutritional 
security In central and southern Iraq. Route Khatef, London 

AI D TO A FGHANISTAN ^ 

Taliban rejects UN official 

The United Nations refused to send negotiators to Afghan- 
istan yesterday after the Taliban raSgtous army rejected the 
lean's leader, throwing into jeopardy a muftimiffion dollar UN 
aid prog ram me to the war-racked nation. 

The UN has substantial reduced aid to parts of Afghan- 
istan the Taliban control and completely ended it In the north, 
where bloody Infighting within the anti-Taliban alliance had 
made It unsafe for UN workers. 

The Taliban accuses Alfredo WitchJ-Cestari, the UN co-or- 
dinator tor humanitarian aid to Afghanistan, of showing “disre- 
spect to national religion, culture and tradition.” 

AP, Islamabad 
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CONTRACTS & TENDERS 
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EEA is inviting the experienced Independent Power 
Producera/Devetopers to implement two BOOT 
power plants in Suez Gulf and Shark B-Tafriaa. 
Each BOOT project will be 2 x 325 MW steam units 
capable of firing both natural gas and ofl. The 
BOOT Project Developer will be required to design, 
finance, construct, own and operate the BOOT 
plant for an extended number of years. The 
developer wiB sefl foe electric power to the EEA in 
accordance with a Power Purchase Agreement and 
eventually transfer ownership of each plant to EEA 
at foe end of the specified period. 

The Request FOR Pre-Qualification (RFPO) is 
currently available and can be obtained from the 
address written below, subsequent to a payment of 
U SSI 000 (one thousand US dollars) in Cash or a 
Cashier Check Payable to the Egyptian Eectridty 
Authority, Account No. 880/90/14 National Bank of 
Egypt (Main Brandi), Cairo, EgypL 

General Director of Central Purchases. 
Egyptian Electricity Authority. 
Abbassia, Cairo - EgypL 
Te!:2616537 Fax:261 651 2/401 1630 

The pre-qualification documents prepared in 
response to foe RFPQ must be submitted to EEA 
before 12.00 Noon on Thursday 30/7/1998. The 
submitted documents will be evaluated by EEA to 
establish a short list of quafified developers. EEA 
wiB send foe Request for Proposal (RFF) to the 
short listed developers inviting them to submit their 
proposals for the intended BOOT projects. 


PLANT AND MACHINERY 


INVITATION TO TENDER 
FOR CONSTRUCTION OF 

BANK OF LATVIA NEW BUILDING 




2h Taidcring procedure 
2tc Coounci type 


Bank of Latvia 
K. NWdonSra ida 2A 
Rigs, LV-1Q50 
Latvia 

Phone: +371 7023438. 

+371 7022271 
Fax: +3717022271 

Rasoocted procedure with prapnlificacion 
Co attraction wort 
Riga, Latvia 


3)b Nature sad extent of services 


4) Tuning 

51 Legal form of jais& ventures 

6* Deadline for Cling tbe 

pr wpiitifi«lir« opp lir atinn 

6jb AlU«| 

6tc Language of bids 

7b Latest dare for dispatch 
of tender documents 

8>* Requited guarantees 


i Turnkey coasmictioa of a new brnat± 
bunding for the Bank of Latvia. Riga. 
Total building volume: about SO^OOro*. 
Total area: 9.700ur 

Beginning - Match 1999: 

Comp tenon - April 2001 

Jointly liable under a fiifly authorised 
representative 


May 20. 1998 


LatvtjwVEngHdtXjeniBM 
August 17. 1998 


9b Required evidence of tbe 
bidder quaflSeatkn 


Contract performance bond of 5* of the 
total amount of comma Wanamy band of 
5% of Ok laul amount of contract 

Tbe following informatio n 
shall be subnuned as evidence of 
expertise, capability and reliability 

* balance sheets for the last three years 
aeconSag loCotmdJ Directive 93B7EC 
AmeteMiiXW. 

-a list of projects completed over the last 
three yeare cqmufaa to the work to be 
performed indicating the customer/ 
mnfeg nrabooty. the vHlue of the 
fretfr n c t. the architect, and work 
performed together with other 


I0)a Award criteria 


UN Otber mfomaioa 


• a sonemenc outlining the technical 
means at the bidder's disposal: 

■ a listed personnel available Tor 
supervision, technical support and 
performance of wotfc oo the co nstr uction 


- a statamn from a professional or trade 

register, or a Chamber of Industry and 
Commerce register from the 
d nm iakflocmion of the company 
headquarters: 

- X certificate Of wvmli^ prfitp in atiy 
professional association; 

■ a storeman hum the stale authorities 
eridendag complete setttonrnt of taxes; 

• a proof of experience in construction of 
tanks and/or other tatihooJogicalfr 
convex projects: 

■ a licence for performing work m Latvia 
(■ copy if such a licence has already been 

obtained): 

• indication of readiness m co-operate with 
Latvian companies as subcontractor: 

• experience in working abroad, evidence 
of an international office. 

Wee, quality, economy, see Tuan 9ja 
requirements for bidder quoliljcaiioti 

On Bader procedure, see Item l for 
add ress 

J. Kozlov skis, Ccresnuctroo Oeparanan, 
pbwe +371 7022438. feu +371 7022271 

On technical content, see Item 1 for 
addrew 

M, Htdritis, Canstmaicr Department, 
Ptooe; +371 7022438. fax: +371 7022271 

Tender Supervision lnstitnriore 
Q mph i ras Commission on Govetntnew 
aad Mmkipal Procurement 

Republic of Latvia Ministiy of Hence. 

Smibu ida l, Riga. LV-1Q50 
phone: +371 7229773 




Contract shall be awarded pursuant to Die Republic of Latvia 
legislative acts and, in addition, to the German legislative act 
<c Verdi ng iingsordnang fur Bauleistungen” (VOB) 




Appear every Tuesday, and Saturday. For further Information, or to advertise In tWs section, 

Marlon Weddarbum on +44 0171 873 4874 or 
Fin: +44 0171873 3064 
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DOES YOUR COMPANY 
HAVE AN IDEA WE CAN 
TAKE SOMEPLACE? 


m Hi *HHkV f '?A 

TaKtan reacts UN officia; 
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Along the windblown prairies of Penelope, Texas, GTE is simply...the phone company. But far away in 
China, we’re a paging service for 25 cities. In Redmond, Washington, we’re a sophisticated LAN system 
for Microsoft. In Washington, D.C., we’re managers of a private data network for the U.S. Treasury. 
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* We’fe still a provider of local phone service, with 


more than 21 million lines, in the U.S. But we also 


go far beyond that we’re moving ideas in a lot of different ways. 

GTE hosts some of the largest websites in the world 
supporting more than 25 million page views a day. We’re 
developing a 15,000-mile , coast-to-coast data network 
We’re also a long-distance company ; with more than one 
and a half million customers. We’re the leader in in-flight 
calling, with Airfone* installations in more than 2,000 
aircraft worldwide. GTE provides directory services in 


fifteen different countries. On the Web , our SuperPage? 
Interactive Services received more than 28 million visitors 
last year. We’re a leader in managed Internet security i We 
deliver cellular service in Venezuela. We provide 911 service 
for millions of people in California. 

And yes , we’re still the people who make the phones ring 
in Penelope , Texas. Muskegon. Michigan. And Lynnwood, 
Washington. We’re a company clear in its mission of moving 
ideas for people, no matter where they live, or where they work, 
or where their lives and businesses take them. 


We’re people who move ideas via local phone lines, long distance, wireless, video, Internet, Airfone 8 and 
directories. That’s what we do. That’s who we are. Does your company have an idea we can take someplace? 



www.gtc.com 
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Curb sought for US online music sales 


By Atice Rawsttwin in London 

The UK music industry Is 
considering ways of prevent- 
ing US-based internet retail- 
ers from selling albums and 
singles by mall order to UK 
consumers. 

Record companies in the 
UK are increasingly con- 
cerned about the risk of los- 
ing sales to US sites, such as 
CD Now. Music Boulevard 
and the online subsidiaries 
of conventional retailers 
Including Toner Records. 

Most US internet sites sell 
albums and singles at signif- 
icantly lower prices than 
those charged for the same 
recordings In UK record 
stores. 

The Issue was discussed at 
a recent meeting of the 
rights committee of the Brit- 
ish Phonographic Industry 
(BFD, the organisation that 


represents the UK's record 
labels. 

The BPI has asked its legal 
advisers to determine 
whether selling recordings 
from US internet sites to UK 
consumers represents a 
breach of copyright and, if 
so, what action could be 
taken to curb it 

The growing trend far UK 
consumers to buy from US- 
based online retailers is a 
concern for other industries. 
Last year, the Publishers 
Association, which repre- 
sents UK book publishers, 
warned US-based internet 
bookshops that exporting 
titles also available in 
Britain could Infringe 
copyright. 

The Issue is particularly 
sensitive for the music 
industry because it raises 
the potentially controversial 
subject of international price 


differentials. Record compa- 
nies have striven for years to 
protect the variations In pri- 
cing between the US and 
various European countries. 
Four years ago, the UK 
music industry successfully 
defended Itself against a 
Monopolies and Mergers 
Commission Investigation 
Into CD pricing. 

Internet retailing is a rela- 
tively recent phenomenon, 
but sites such as CD Now 
and Music Boulevard have 
expanded rapidly since their 
formation In the mid 1990s. 
Initially their exports were 
too low to concern record 
labels, but such sales have 
risen recently as the number 
of potential customers 
accessing the internet has 
increased. 

Customers outside the US 
have to pay air mail postage 
to order from US sites, but 


can still save money by buy- 
ing from thqm 

For example, the group 
Radiohead's OK Computer 
album can be ordered from 
CD Now for $11 j 88, plus $6.03 
postage to the UK. The total 
price of $17.91 compares with 
an average of £13.49 f$2L37) 
for a UK chart album. 

CD Now charges $9.50 
postage to send three items 
to the UK, and $23JH for ten. 
Delivery takes up to a week, 
although the head of one UK 
record label said CD Now 
had dispatched an order to 
his home within three days. 

Record companies are wor- 
ried about a continued 
increase in sales from US 
sites to UK consumers. 
Music Boulevard plans to 
offer a faster service to Euro- 
pean customers by opening a 
distribution centre in the 
Netherlands. 



BatBoh w tfc CO by md order from the US costs $17.91 In Britain 
compared with an average of $2237 from UK record stores . 


THE ECONOMY GOVERNMENT SAYS DROP IN PUBLIC SECTOR DEFICIT IS EVIDENCE THAT ITS PLANS ARE WORKING 


Trade 


State borrowing lowest for seven years unions 


By Richard Adams 
and Simon Davies 


The UK’s public sector 
deficit for the last financial 
year was £922m ($1.54 bn), 
the government's lowest bor- 
rowing for seven years and 
well below last year’s deficit 
of £22.6bn. 

Stronger-than-expected tax 

revenues and tight control of 
spending meant the govern- 
ment’s public sector borrow- 
ing requirement (PSBR) for 
last year was well below 
even the latest forecast made 
in the Budget statement last 
month by Gordon Brown, 
the chancellor of the 
exchequer. 

Mr Brawn had revised 
down the PSBR forecast in 
the Budget -just over a 
month ago, to a deficit of 
£2.6bn including privatisa- 
tion receipts. In last July's 
Budget, the deficit had been 
forecast to be £l09bn. 


Bringing down borruwbig ; 

Forecasts of 1997-98 PS8R cofflpaadwittoiatenr ~ 



The Treasury said the low- 
er-than -expected figure was 
evidence that the govern- 
ment’s plans to reduce the 
deficit were working. 

The government borrowed 
£7.2bn in March, the final 
month of the 1997-98 finan- 
cial year. Spending was 
about £L5bn higher than the 
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previous year as government 
departments spent heavily at 
the end of the year. 

David Walton, UK econo- 
mist at Goldman Sachs 
investment bank, said the 
improvement in public 
finances was a credit to the 
control over public spending 
by Mr Brown and Kenneth 


Clarke, who was the previ- 
ous chancellor In the Conser- 
vative government 

Central government 
receipts were 9.7 per cent 
higher than in the previous 
year, with strong perfor- 
mances from income tax and 
corporation tax. On the 
spending side, central gov- 
ernment departmental out- 
goings rose by just 0.2 per 
cent while last July’s Budget 
had forecast a L7per cent 
increase. 

“This modest increase in 
rash terms Im plies a mar ked 
squeeze on spending in real 
terms." said Kevin Darling- 
ton, an economist at ABN 
Amro bank. 

The latest Budget allows 
for 5 per cent cash growth in 
departmental spending In 
this financial year, giving Mr 
Brown room to increase 
spending and still under- 
shoot his current forecasts 
for 1998-99. Adjusting for pri- 


vatisation proceeds, the 
PSBR would have been 
£5.1bn this year, £22bn lower 
than in 1996/97 and £1.7bn 
lower than the March Bud- 
get target. 

The lower deficit means 
the government will need to 
sell fewer government 
bonds, or gilts, to finance its 
spending next year. 

• Manufacturing pay settle- 
ments fell slightly in the 
three months to March, 
according to the latest 
survey from the Confedera- 
tion of British Industry, the 
principal employers' organi- 
sation. Andrew Bolger 
writes. Settlements averaged 
3.7 per cent - down slightly 
on the three months to 
December. Pay awards in . 
service companies also felL 
They averaged 4.1 per cent 
in the three months to 
March, compared with 4.4 
per cent In the quarter to 
December. 
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Tempers grow shorter in central bank hothouse 


Divisions within the monetary policy committee run deeper than 
merely setting the level of interest rates, Richard Adams writes 


T he monthly meetings of 
the Bank of England's 
monetary policy commit- 
tee must be tense affairs. For 
two (possibly three) months 
running, the committee has 
split down the middle over 
whether to raise interest 
rates. 

On each occasion. Eddie 
George, the Bank's governor, 
has been obliged to exercise 
his casting vote in favour of 
leaving rates unchanged. 

The fact that Mr George 
has been forced to break the 
deadlock so early in the UK 
central bank's independence 
- granted by the Labour gov- 
ernment last year - shows 
the depths of division in the 
committee. 

Economics shorthand 
divides central bankers into 
"hawks" and "doves", those 
perceived as either tough or 
lenient on inflation. 

However, Willem Bulter, 
the Cambridge economics 
professor - seen by many as 
the committee's chier hawk 
- believes this is a gross 
over-simplification. 

“There are no hawks, 
doves or pigeons. There Is no 


aviary in the deliberation 
rooms," he says. 

The fact is that the dis- 
agreements in the committee 
ran far deeper than argu- 
ments over file precise level 
of interest rates. 

At present, the difference 
of opinion on where rates 
should be is relatively s mall. 
Much more fundamental is 
the division over the use of 
interest rates, and what fac- 
tors should be considered in 
setting them. 

Mr George believes that 
sterling is likely to remain 
strong for some time yet 
because of uncertainty over 
the European single 
currency. 

The strong pound is 
undoubtedly slowing the UK 
economy, and the governor 
thinks it may be better to 
wait for the effect to wear off 
before raising rates. To act 
hastily, he believes, would 
increase the risk of a “hard 
landing”. 

Not so, say Ins opponents 
on the committee. Those 
who voted for higher rates 
argued that it was better to 
be safe than sorry. Delaying 


a rise might mean having to 
raise rates later - and by 
more than would otherwise 
have been necessary. 

Those opposing an imme- 
diate increase countered that 
delaying a rise would have 
only a small cost Doing so 
until firms* economic data 
became available would 
“give more confidence about 
the need for a change". 
According to those in this 
camp, trigger-happy 
increases could, in the worst 
case, damage the very credi- 
bility the newly independent 
Bank was trying to build. 

Instead of deflecting atten- 
tion from personalities, the 
establishment of the commit- 
tee has had the reverse 
effect 

Mr George, apprenticed in 
the Bank’s market 
operations, sees a predict- 
able and cautious approach 
to monetary policy as prefer- 
able. 

Mr Buiter and Charles 
Goodhart both independent 
members appointed by Gor- 
don Brown, the chancellor or 
the exchequer, take a differ- 
ent view. To them, uncer- 
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talnty is no excuse for inac- 
tion. “Waiting in the hope 
that uncertainty will be 
resolved is relatively fruit- 
less,” Mr Goodhart recently 
told the Treasury committee 
of the House of Commons. 

Mr Buiter said: “I believe 
that moving earlier Is supe- 
rior to moving later and hav- 
ing to move more to achieve 
the same effect.” 

The irony is that one rea- 
son that Mr Brown gave for 
granting the Rank indepen- 
dence in the first place was 
to reduce the focus on per- 


sonalities habitually gener- 
ated by the regular meetings 
between Mr George and Ken- 
neth Clarke, who was chan- 
cellor in the last Conserva- 
tive government, on the 
setting of base rate levels. 

Yet under the new system, 
the financial markets are 
already speculating over the 
views of John Vickers, the 
Bank’s new chief economist, 
even though he will not vote 
on the committee until June 
at the earliest 

Mr Vickers will be in an 
interesting position. As a 
Bank employee, he may be 
expected to fall in alongside 
the governor’s views. So far, 
two other Bank insiders. Ian 
Plenderleith and David Cle- 
ment!, have voted with the 
governor on every occasion. 
But unlike them, Mr Vickers 
is an economics professor at 
Oxford University. 

Mervyn King, his forth- 
right predecessor at the 
Bank and deputy-governor 
designate, who is also an 
economics academic, has 
twice demonstrated his Inde- 
pendence by voting against 
the other three Bank staff in 
favour of a tighter policy. 

Euro In action, Page 27 


TV watchdog 
seeks to end 
digital dispute 


EXPORTS QUEEN'S AWARD WINNER ATTACKS PREMIER 

Blair ‘ignored warning 
signs’ over sterling 


By Cathy New man in London 

The Independent Television 
Commission, the television 
watchdog, has intervened in 
the dispute between British 
Digital Broadcasting and 
British Sky Broadcasting. 
The ITC has scheduled a 
meeting with the two compa- 
nies, which are in dispute 
over the boxes needed to 
unscramble digital television 
si gnal* 

BSkyB, the satellite televi- 
sion network, last week 
began legal action against 
BDB, owned by Carlton 
Communications and Gran- 
ada. BSkyB issued a writ 
accusing BDB of breaching 
an agreement stipulating 
that the two groups' boxes 
should be compatible. 
Rupert Murdoch's News Cor- 
poration is the biggest share- 
holder in BSkyB. 

The ITC has now stepped 
in to encourage the pair to 
resolve their differences- A 
meeting, in which the ITC 
will act as an “honest bro- 
ker”, is expected to be held 
within a fortnight. 

The watchdog does not 
have the power to enforce a 


resolution but is prepared to 
“bang heads together” to 
ensure a smooth launch of 
digital TV later this year. 

BSkyB will start broad- 
casting 200 channels via digi- 
tal satellite in June, while 
BDB will offer consumers at 
least 15 digital terrestrial 
channels In the autumn. 

BSkyB’s writ, which has 
been issued but not served, 
claims that BDB'S set-top 
boxes, the technology that 
receives digital television 
signals, will not be able to 
run some of its services. The 
writ alleges BDB's boxes 
would not be able to cany 
an electronic programme 
guide to digital channels 
similar to BSkyB's. 

An executive at BDB said 
yesterday. “BDB has always 
wanted to co-operate to 
ensure that consumers need 
only buy one box to receive 
both digital terrestrial and 
digital Satellite television." 

BSkyB first threatened 
action when BDB chose a 
conditional access system 
different from that of BSkyB. 
which chose a system from 
News Datacom, a subsidiary 
o! News Corp- 


ByShaBa Jones 
and George Parker 

A winner of the Queen's 
Award for Export Achieve- 
ment today launches a bitter 
attack on Tony Blair, the 
prime minister, saying the 
strength of the pound is 
driving Britain's manufac- 
turers into recession. 

Lancashire-based States- 
tnmg, which makes aerosol 
toiletries, says it has lost a 
third of its sales in the past 
nine months largely because 
of sterling’s strength. 

"Far from looking towards 
our next award, we are now 
fighting for survival,” said 
Stephen Baptist, managing 
director. Turnover of £30m 
($S0m) last year had dropped 
by nOm. “Like all exporters 
we have had to watch our 
market share rapidly disap- 
pear simply because New 
Labour and the Bank of 
England choose to totally 
ignore all the warning signs. 
We will accept the award 
simply because we deserve 
it, but it galls me to think 
that Mr Blair will hypocriti- 
cally be the signatory of 
such a prestigious certifi- 
cate.” 


The company is among 115 
winners in the exports cate- 
gory of the awards - decided 
by the Queen's Awards 
Office - for achievement in 
exports, technology and the 
environment 

Among other exporters, 
Daniel Plllai, marketing 
manager of Atlas Ward, 
which makes steel building 
frames, said it had offset 
sterling's strength by 
imparting raw materials and 
by placing some manufactur- 
ing in Germany. “But the 
net result is someone in the 
UK loses a job. We are shift- 
ing added value to continen- 
tal Europe and it will stay 
there until the pound comes 
down." 

At London-based Aqua- 
man, an award winner for its 
waterproof camera cases, 
profit margins had come 
under “considerable pres- 
sure”, said Tim Turnbull, 
marketing director. Sales 
were still growing, partly 
because competition was 
limited. “But we are haring 
to find ways to encourage 
our distributors, who are 
making less money." 

Mr Blair’s office said the 
government appreciated that 


exporters faced difficulties, 
but wanted a stable and 
competitive pound in the 
medium term to bring price 
stability. “We don’t think 
industry would be helped by 
a cycle of boom and bust" 

Larger companies among, 
the award winners, such as 
Rolls-Royce, said export 
sales had held up. 
Rolls-Royce Is the big suc- 
cess of this year’s winners, 
with awards in all three cat- 
egories. The company won 
an export award for its Trent 
aeroengine series, a technol- 
ogy award for its develop- 
ments in gas turbine tech- 
nology and an 
environmental award for 
measures to reduce pollution 
from jet engines. 

The number of Queen’s 
Awards for technological 
achievement fell this year to 
its lowest since 1971, 
reflecting a downward trend. 
The number of awards 
issued in the technology cat- 
egory, which reflects the 
practical application of inno- 
vations. has dwindled every 
year since a high point of 49 
In 1990. 

Award details. Page 15 


By Robert Taylor, 

Employment Editor 

Trade union leaders 
yesterday gave ground on 
balloting arrangements for 
union recognition in an 
attempt to avert a bitter con- 
frontation with the govern- 
ment 

The general council of the 
Trades Union Congress 
agreed to drop its insistence 
that only a majority of work- 
ers voting in a- company 
would be needed to secure' 
employer recognition. • 

The TUC now wants recog : 
nation to be triggered if 30 
per cent of a workforce vote 
yes in a ballot This applied 
20 years ago under recogni- 
tion laws later repealed by 
Margaret Thatcher’s Conser- 
vative government 

Talks between the govern- 
ment and senior union lead- 
ers on union recognition are 
expected in the next few 
days. “The general council 
agreed there could be a case 
for a minimum vote in order 
to ensure that there is a 
basis for sustainable collec- 
tive bargaining." said John 
Monks. TUC general secre- 
tary. 

“We have Indicated a 
readiness today to agree to a 
threshold of 30 per cent 
rather than get hung up on 
hypothetical points and to 
help read) a positive early 
conclusion to talks." 

The TUC has accepted that 
companies with 10 or fewer 
employees should not be cov- 
ered by recognition ballot 
procedures. The Confedera- 
tion of British Industry and 
other employer bodies want 
to exempt companies 
employing 50 or less. 

Mr Monks said the TUC 
would continue to oppose 
any thresholds that would 
exclude “significant num- 
bers of workers from bar- 
gaining rights.” Some would 
deny recognition rights for 
up to a third of the work- 
force. He added that this was 
“not acceptable.” 

The TUC believes Its con- 
cessions should end nearly 
six months of deadlock and 
lead to a workable recogni- 
tion proposal emerging from 
the government's policy 
paper an fairness at work. 
Union leaders hope it can be 
published by the end of the 
month — in tfma far a special 
TUC conference on May 6. 

Union leaders are phrased 
with r /wrrmlimftnts the gov- 
ernment intends to make on 
other weaker rights, includ- 
ing making unfair the dis- 
missal of workers Involved 
in legally called industrial 
action. It also intends to 
close other loopholes in 
employment law. 


NEW S D I GEST 

fishing invktigatjon „L m 

Spanish companies admit 
more than 100 offences : 

rA ormn tah fishino companies registered in Wales 

£wver prosecuting for the Ministry of Agriculture, Ftehertes , 
aSftSlsawSiaJurt in Haverfordwest, south-west Wales: 
Taken together it Is the largest group of offences ever to : 
cometefore the courts "m this country. In j 

cases they also represent the grossest examples of over- . 
fisHna ever to have bean detected." 

The cases, dating back to 1 ^o!towfe^ 

Mo overfishing by fishery proteetton 

Navy and the naval sendee of the Republic of ■ 
companies were registered In Wales to qualify for British flsfrl 

ing Quotas, the court heard. _ , 

ah the trawlers sailed out of La Coruna, northern Spu n, 
fished for hake and anglerfish off * 

and sailed straight back to Spain with their 
heard that one ship, the Serrano Hevia, was found wfo12B .. 
tonnes of anglerfish tails on board although It was licensed to 
catch only two tonnes. 

Another vessel, the Eder Sands, netted seven tonnes of { 
hake when the stocks of the species were so tow that the j 
fishing grounds had been officially dosed, the court eras tow. j 
The wmer of Serrano Hevia, Sun Fisheries of Milford * 

Haven, and the skipper Mlquel Pare*. admitted exceeding the ; 
Anglerfish quota by 34,011 Kg in January 1996, and again the ^ 
following month by 95,814 Kg. They also admitted making 
fatee landing declarations relating to the catches. : 

NORTHERN IRELAND REFERENDUM 

Trade unions pledge ‘yes’ vote ■! 

Trade unions in Ireland will support a “yes" vote in the coming • 
rate rend urns on the Northern Ireland peace agreement, Inez 
McCormack, vice-president of the Irish Congress of Trade 
Untons, announced yesterday at a conference of the Scottish 
Trades Union Congress. 

Ms McCormack said the 1CTU was advising its members to 
vote affirmatively on May 22 because of the “uniqu e cros s- 
communlty, cross-party and Inter-government accommoda- 
tion* that had enabled an agreement on Northern Ireland to 
be reached. 

She said: "We praise the leadership of the two governments 
and the ooirage of all those involved in the multi-party talks 
for stretching out beyond the safety of their own communities 
to reach agreement and provide people with some hope for 
the future.” 


PRIVATISED RAILWAYS 


‘Double subsidy 5 claim denied 

Government subsidy for the railways will be 10 percent 
higher than in the years tamedlately before privatisation when 
the BnpaCf .of taxes paid by the rail companies is taken into 
account, the Railway Forum, an industry association, said 
yesterday.^ 

The forum was responding to criticism of the privatised rail- 
way companies that subsidies had doubled but had not led to 
any Impro v e m ent in the-quality of services. 

The “doubling” data was based on a comparison between 
tiie £1.1 bn ($l.83bn) stXjsidy paid to British Rail and tile pas- 
senger transport executives in 1993-94 and the £2J2bn paid In 
1994-95, the first year when the railways operated on a com- 
mercial basis. The forum said that comparing foe two yeas 
was misleading and that a comparison of foeSriree years 
before privatisation and the first three years after showed that 
at constant 1997 prices subsidy had risen only 23 per cent 

When the impact of a £160m windfall tax on Rafltrack, the 
company which runs the UK rail infrastructure, and annual 
corporation tax payments by the rail companies of £100m are 
taken into account the increase over the three-year period 
"was only 10 per cent to £1.44bn a year*. Rail franchisees' 
subsidies decline each year, by 2001 , the excess over 1991/ 
94 win have disappeared. Charles Batchelor, London 


ROYA^OPERA^HOUSE ’ 

Artistic director appointed 

Richard Jarman has been appointed artistic director of the 
troubled Royal Opera House, Covent Garden. But his contract 
is short term, and he will go when Covent Garden chooses a 
general director. Mr Jarman has been given a fixed two-yeer 
contract, with a three-month break clause. 

Mr Jarman, 48, was general director of Scottish Opera from 
1991 and 1997. He is believed to have been in the running for 
two other major operatic appointments made recently, the 
artistic director of Glyndeboume, and the general director of 
English National Opera, a position that went to his predeces- 
sor at Covent Garden. Nicholas Payne. Sir Richard Eyre’s 
report Into opera and ballet provision in London, which coirid 
transform the working practices at both Covent Garden and 
English National Opera, is not now expected to be released 
until late May. Antony Thomcroft, London 

DRY DOG FOOD 


US company plans sales drive 

Ralston Purina, the US dog food manufacturer, yesterday 
yg ^ Pj ar ” f f ?' a l gg ™ri® Hn 8 Push for dry food following 
rts purchase of the UK’s Edward Baker Petfoods In Decem- 

“2 ^ e3S °H 01 UK pet-tovers continued 

to buy wet food - which looks more (ike meat - was that 
people give dogs something they Imagine they would Nke to 
eat themselves’. 

Undeterred, Ralston Purirta's UK subskfiary yesterday pub- 
lished a marketing study forecasting that dry dog food sates 
would seize half foe UK market by 2010. upfrSS w 
representing sales of E243m ($40S.8m) row ^ ^ 
Dry food base 75 per cent share of the $10bn US dog food 
market Leyfa Boulton, London 


Airline chairman to head 
strategy unit for London 


By Alan Pike, 

Business Services 
Corresp on d ent 

Sir Colin Marshall, chai rman 
of British Airways and presi- 
dent of the Confederation of 
British Industry, the princi- 
pal UK employers’ organisa- 
tion. is to lead the body that 
will help prepare an eco- 
nomic strategy for London. 

English regions outside 
London will get statutory 
regional development agen- 
cies next April. A London 
Development Partnership, 
chaired by Sir Colin, win ful- 
fil simila r functions in the 
capital until Its directly 
elected mayor and assembly 


are established In 2000. 

Nick Raynsford, minister 
for London, said at the part- 
nership's inauguration yes- 
terday that it was important 
London was not disadvan- 
taged by delay in introduc- 
ing the governance changes, 
which are subject to a refer- 
endum next month. 

There must, said Mr 
Raynsford, he dear priorities 
and agreed action plans for 
London to maintain its posi- 
tion. While previous partner- 
ships bed fostered wwinmip 
development and regenera- 
tion, their activities had 
taken place without dear 
strategic direction. 

The new partnership will 


contain representatives from 
business, local government, 
higher education, training, 
trade unions, tourism and 
the voluntary sector. Its 
£300,000 a year running costs 
will be met by member 
or ga nisa tion s. 

The mayor will become 
responsible for setting eco- 
nomic development and 
regeneration strategy, work- 
tag through a new London 
Development Agency from 
2000. 

Although the partnership 
is an interim body it will 
appoint a chief executive, 
and the mayor could choose 
to make it the basis of the 
future agency. 
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Compute r systems 

with the phenomenal | power to compute 


the absolute toughest problems. 





fnccgy ... 

Revolutionary now 
processing and visualisation 
nave turned declining oil fields 
into lucrative energy reserves 
for companies like* 
Chevron, Pemox, Phillips Petroleum 
and Texaco. 


Insight comes from seeing and solving your toughest problems in ways not possible before.' 

Computers are merely tools, the best of which help you see, understand and create things you never could before. 

This is what separates Silicon Graphics® systems from every other type of computer today. 
Computer systems with the phenomenal power to compute the absolute toughest problems. 

Computer systems that can visualise the most complex data with the most clarity. 


Gove rnment 

Equipment, time and resources 
arc spared by the ability to 
t>ain, simulate and run operations 
more realistically for customers like the 
U.S. Departments of Defense and Energy, 
Lockheed Martin, 

NASA and 

the National Institutes of Health 


These two factors, and our in-depth industry knowledge are why every major corporation, 

in every major industry uses Silicon Graphics systems. 

Together they help companies fundamentally change the way business is done in manufacturing, science, energy, government, 
entertainment and communications. They are the reasons companies lead their industries in finding opportunities where before there were none 

They are the reasons Silicon Graphics is again poised to become the most talked about computer company in the world 

In order to succeed today, companies must combine massive amounts of data with the ability to see that data in more meaningful ways 
Traditionally, these applications involve modeling, simulation, design and special effects. Moving forward, you will need applications forcreating 

j i 

business intelligence, storing and serving complex media, 

f / 

and leveraging the power of the networked world in a data intensive Environment. 

I 

All require the strengths of Silicon Graphics solutions. 
All require solutions that enable the true power of hqiman insight. 



Tremendous modeling and 
simulation power 

makes it possible for companies like 
Boring, Chrysler, 
Harley-Davidson, Hyundai and 
Renault to bring better products 
to market faster. 
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Computer systems with the 


power to visualtse| the most complex data 


with the most clarity. 
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The insight of knowledge. 

The insight of creativity. 

The insight of innovation. 

Today, you can let data lead you to powerful insights, or you can let its complexity and growth suffocate your 
business. Silicon Graphics systems eclipse the capacity of ordinary computers to convert data to knowledge. 
Our sy steins’ advanced architecture and performance 
are keystdnes of competitive insight for our customers. 


En ter tain ment 

Used by companies like 
Industrial Light & Magic. 
Square USA, Sony Pictures 
Entertainment and 
The Walt Disney Company, 
our technology has been 
the power behind 
blockbuster special effects, 
the most realistic gaming systems 
and nov/, is at the forefront 
of the world's transition to 
Digital Tele vision. 


3 


In addition to our core commitment to the UNIX® 
environment, Silicon Graphics is now allied with Intel 

i 

and Microsoft, extending this power to new platforms, 
and enabling us to provide added choice for our present and future customers. 


Co mmu nica tions 

Fueled by deregulation and the 
Internet revolution, companies 
like Czech Telecom, Digex, 

GTE SuperPages Interactive Services. 
Hi way Technologies and Tele west 
use our technology to create 
new revenue generating services 
and cost-effective Internet 
infrastructure. 


Sc ience 

Revolutionising thu industry by 
enabling companies like 
Bristol- Myors Squibb DuPont and 
Schenng-PIough to develop 
advanced techniques tha: move science 
from the laboratory bench 
co the computer 


Innovation, creativity and knowledge are all supremely human factors 
in the equation for solving the toughest business problems. , 

To foster the insights that generate these factors, 
more companies turn to Silicon Graphics computing. 

It’s where they find the power of insight. 



SUiconGraphics 


www.sgi.com 
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Many of my colleagues have asked why I recently decided to take on the challenge of leading Silicon Graphics 
into the 21st century. The answer is simple. I believe Silicon Graphics has tremendous potential to become the 
most powerful resource in the world for generating, fostering and expanding human creativity and insight. 

Fueling this potential are three core competencies: High-performance computing, visualisation, and our thorough 
understanding of the markets in which we thrive. 

The combination of these three factors make Silicon Graphics unique in the industry, and it makes us a powerful 
resource for powerful business. 

To make this resource more accessible, Silicon Graphics is pushing the envelope with present and future 
technologies. In addition to our continued commitment to the UNIX environment, the future inclusion of Intel 
and Microsoft technology and software will expand our product offering to our key markets. 

Perhaps the most important signals for the success of Silicon Graphics are its customers and employees. Our j 

customers repeatedly bring us their toughest computing problems, and our employees repeatedly create solutions i 
uniquely capable of solving them. That’s why Silicon Graphics will continue to be the power behind the world’s 
most powerful companies. That’s why every one of our 10,500 employees comes to work each day. And that’s 
why I chose to pour my energy and passion into this company. 

the power of insight 



Richard E. Belluzzo 
Chairman 

Chief Executive Officer 
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The Queen’s Auwds 

FOR EXPORT, TECHNOLOGY and THE ENVIRONMEN T 1998 

Despite a strong currency, British 
companies, often in foreign hands, 
continue to push into overseas 
markets, says Tony Jackson 

Winners fend 

off the pound 


In several respects, this 
year's Queen's Awards for 
Exports come at a sensitive 
time. British exporters are 
under heavy pressure from 
the strength of sterling: can 
they still perform? 

Again, some exporters, 
such as Rolls-Royce Mourns, 
are falling into foreign 
hands: will this help or hin- 
der them? 

Last but not least, Tony 
Blair’s New Labour claims to 
be transforming Britain: so 
what does Cool Britannia 
have to offer the world? 

To the central question, 
that of the strong pound, the 
awards can only give indi- 
rect answers. To win, compa- 
nies must give documentary 
evidence of rising exports 
over the past three years, 
with the rise maintain ed in 
year three. 

It therefore seems ominous 
that the number of applica- 
tions for the award fell by a 
third this year. However, the 
evidence is mixed. The num- 
ber of awards rose slightly, 
Cram 110 to 115. reflecting a 
sharp rise in the quality of 
applications after a poor 
year in 1997. 

As for foreign ownership, 
the evidence is resoundingly 
positive. The car group 
Rover - owned by BMW, the 
likely buyer of Rolls-Royce - 
wins the award this year for 
the first time in its history. 
Aston Martin Lagonda. now 
owned by Ford of the US, 
wins for the second time. 
The big far eastern con- 
sumer electronics companies 


Samsung and Sanyo are win- 
ners as well. 

What of Cool Britannia? 
Again, the evidence is 
mixed. One striking winner 
is Vivienne Westwood, one 
of the UK's best known fash- 
ion designers. Also tn cloth- 
ing, we have Ariella Fash- 
ions 80's - not the .most 
modern of names, perhaps - 
which makes cocktail and 
evening dresses and suits for 
businesswomen. 

Other awards suggest that 
Britain’s image abroad could 
use an update. Take WJFL 
Tracey, which sorts and 
exports second-hand cloth- 
ing to the developing world, 
or Ward Shoes, which sells 
reject and end-crf-range shoes 
to Africa. 

Slightly less cool, too. is 
Enid Blyton Ltd, which sells 
Noddy and Big Ears to the 
wider world; or Nauticalla, 
which makes reproduction 
naval memorabilia, such as 
telescopes, antique sextants 
and replicas of Nelson's 
tunic buttons 

More fundamentally, the 
question is whether the 
awards give a picture of the 
UK as a source of high-tech 
employment On the whole, 
the. answer is encouraging: 
though again, foreign owner- 
ship is an important factor. 

Two high-tech sectors to 
look at are medicine and 
electronics. Both provide 12 
winners: that is, between 
them they contribute just 
over a fifth of the total 

The medical winners cover 
an encouragingly wide 


range, not confined to the 
big drug companies,. Four of 
those - Zeneca of the UK, 
Novartis of Switzerland, 
Rhdne-Poulenc Rorer of 
France and Johnson & John- 
son of the US - are on the 
list 

Other winners include the 
Swedish-owned COBE Labo- 
ratories, which makes prod- 
ucts for open heart surgery, 
and the US-owned Euro/ 
DPC, which makes diagnos- 
tic rea g ent s . 

There are British winners 
too, such as Micro Medical, 
which makes various Wnda 
of medical electronic instru- 
ments, and Hammersmith 
Medicines Research, which 
does contract research on 
new drugs. 

The winners in high-tech 
electronics depend partly an 
foreign expertise, but by no 
means entirely. Thus, there 
are two US-owned software 
companies, ADC Metrics and 
Applied Communications. 
There is also a US maker of 
semiconductor manufactur- 
ing equipment. Biorad 
Micromeasurements . 

But there is also a range of 
UK companies, several of 
them based in Oxford or 
Cambridge. An excellent 
example is Cambridge Ani- 
mation Systems, which sells 
software for creating car- 
toons, and has been success- 
ful in the US and Japanese 
markets. Another is Oxford- 
based Software 2000. which 
makes software to drive 
printers attached to Win- 
dows-based PCs. 
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That apart, two companies 
deserve special mention. One 
is Rolls-Royce (aerospace, 
not cars). Between its vari- 
ous divisions, it achieved the 
feat of winning awards for 
exports, technology and the 
environment. And the much 
smaller SEOS Displays, with 
only 95 employees, managed 
the double - awards for 
exports and technology, both 


for Its visual display systems 
used in training simulators. 

Some other sectors 
deserve mention. The drinks 
industry scored highly, with 
awards to the cider maker 
H P Buhner, the brewer Scot- 
tish & Newcastle and Scotch 
whisky makers Macallan, 
Morrison Bowmore and Wil- 
liam Grant. Therewas also 
an oddity: Carney & Barrow 
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(Broker Services), a tiny 
company which imparts fine 
French wines, mostly for pri- 
vate clients, then sells them 
on the international market 
But then, one of the 
delights of the awards is the 
oddities they throw up. It is 
nice to know that the Man- 
chester bakers W W Bellamy, 
for instance, are successfully 
exporting muffins, crumpets 


and pancakes to France; that 
the Yorkshire firm of John 
Horsfall & Sons is carving a 
niche in supplying blankets 
to the world's airlines; and 
that the small firm of Strix. 
based on the Isle of Man, is 
supplying the world with the 
gadgets that switch electric 
kettles off when the water 
boils. 

There is one discouraging 
footnote. The awards for 
technological and environ- 
mental achievement, tradi- 
tionally appended to the 
export awards, seem to be in 
trouble. 

A decade ago, awards for 
the two categories - then 
combined - ran at more 
than 40 a year. The com- 
bined figure this year was 
18, the lowest in almost 30 
years. In technology, this is 
due partly due to a lack of 
applications, down 40 per 
cent from five years ago. 

The awards on the envi- 
ronment, introduced in 1993, 
present a dismal picture. In 
1993 there were 12 awards, 
last year eight, this year 
four. The number of applica- 
tions did not foil, but their 
success rate was pitiful, at 
only 3 per cent This sug- 
gests a breakdown of com- 
munication between the 
companies submitting appli- 
cations and those who judge 
them. 

All the more credit per- 
haps, to the winners. In tech- 


nology. the areas of exper- 
tise range hum communica- 
tions and healthcare to aero- 
space. 

Thus, the BBC and Snell & 
Will cox share an award for a 
system converting TV broad- 
casting standards - for 
example, between the US 
and Europe - in real time. In 
the healthcare sector, Nyco- 
med Amersham has come up 
with a new formulation for 
use in stress tests for heart 
disease. 

In aerospace, Stewart 
Hughes - a Hampshire com- 
pany with only 56 employees 
- has developed a system for 
checking the mechanical 
safety of helicopters. 
Rolls-Royce has found a way 
of controlling heat in aero 
engines. Smiths Industries 
has a method for reducing 
the use of electricity In air- 
liners in flight. 

As for the environment, 
Rolls-Royce completes its 
treble with a means of reduc- 
ing polluting gases from Its 
engines, while the glass com- 
pany Pilkington has cut the 
emission of nitrogen oxide 
from its furnaces. 

Across the three catego- 
ries, the range of achieve- 
ment remains impressive. 
But two broad messages 
emerge. There is room for 
plenty more technological 
innovation. And Britain can 
use all the help it can get 
from overseas to acquire it 
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Every day, 
on every continent, 

NDS delivers 

Today, NDS has been honoured 
for the second time in Lvt’o years with 
The Queen's Award for Export 

NDS' digital broadcasting and conditional access 
technology is being used around the world 10 deliver 
high quality television pictures and more consumer 
convenience and choice - for over 3000 channels and 
over 9 million subscribers. Behind the scenes advanced 
digital broadcasting solutions from NDS covered 
events like the handover of Hong Kong, the Pope's 
visit to Cuba and the Nagano 1998 Winter Olympics. 

NDS' leading digital technology will power the 
introduction or digital television into the UK in 1998. 

NDS thanks all its employees, its suppliers, 
its business partners and its customers 
around the world for their support. 

NDS - World Leader, World Vision 


NDS Ltd.. I Hcaohnn* Boulevard. 28b Bath Road. West Dray ton. 
Middlesex ITB7 ODQ 
Dotted Kingdom 
TH: +44101 ISt 4768000 

NDS b on the World. Wide- Web an http^wwwAdsworfdxon 
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THE QUEEN'S AWARD FOR 
ENVIRONMENTAL ACHIEVEMENT 

Serna Croup Telecoms is proud to 
have been awarded the Queen's 
Award for Export Achievement for our 
software products and services to 
mobile telecoms operators. 

Our thanks go to our clients and staff 
who have contributed to our success 
and made this award possible. 

Serna Group Telecoms' software 
solutions are now installed in over 1 35 
networks worldwide. Serna Group 
Telecoms is part of leading IT services 
company Serna Group. 

Your natural partner 
in telecoms 


SEMIGROUP 

www.semagroup.com 


SAJVY0# 

SANYO ELECTRIC MANUFACTURING (UK) LTD 

have been awarded 

THE QUEEN'S AWARD 
FOR EXPORT 
ACHIEVEMENT 1998 

We would like to thank aii customers, 
suppliers and employees for their 
valuable contribution in helping us to 
achieve this tremendous success. 

Newton Ayclrffe, Co. Durham and Thomaby on Teesside. 
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We gratefully acknowledge the rote rtac our employees, 
diems and overse as partners played in achieving this 
presdgous award. 


S STERLING 

S INTERNATIONAL MOVERS 


Mwvutertng-lr&can 


Tat {0191)8108800 
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1998 

THE QUEEN’S AWARD FOR 
EXPORT ACHIEVEMENT 1998 

Micro Medical Limited 
Is proud to accept the Queen's Award. 

This award has been achieved through the commitment of 
our Overseas Distributors in making us thg World’s No. 1 
supplier of spirometers and a significant player in the 
International respiratory gas measurement market. 

We would also like to thank our employees, customers 
and suppliers for their part in our success. 


Micro Medical Ltd., 

P.O. Box 6, 

Rochester. Kent, ME1 2AZ 
Telephone: 01634 360044 
Facsimile: 01634-360055 
Home page: 

ht^^/www jnicromedicaJ.co.uk 


Medical 


& 

<%> 

1998 

Queen’s Award for 
Export Achievement 1998 

We thank all our pharmaceutical industry clients world- 
wide for enabling us to win this prestigious award 

Hammeismitb Medicines Research Ltd, 

Central Middlesex Hospital, 

Park Royal, 

London NW 10 7NS 
Tel: 0181 961 4130 
Fa* 0181 961 8665 
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THE QUEEN’S AWARDS FOR INDUSTRY 1998 


THE ENGINEERING SECTOR • by Peter Marsh 


Specialists 
rise to the fore 


Camera cases, 
fibreglass chutes 
and steel bridges 
are among the 
winning products 

What do the Spanish Red 
Cross, the Japanese coast 
guard and the Finnish bor- 
der police have in common? 
AH are customers of Aqua- 
man, a UK company which 
has created a world market 
for transparent cases for 
cameras and other electr on ic 
equipment to protect them 
from water, sand and dirt 

Aq nflman. which is based 
in London, is among a num- 
ber of specialist companies 
in engineering-related indus- 
tries to have won an export 
award this year. It was 
formed in 1983 by its manag- 
ing director Max Malavasi, 
then 22, who wanted to 
make a protective covering 
for Sony Walkmans so they 
could be used by watersports 
enthusiasts. 

Sales of the company's 
“Aquapac” cases last year 
came to Elm, with 90 per 
cent exported. This year 
sales should reach £l-3m, 
helped by a new case made 
from a special plastic which 
can withstand extreme cold 
and so he useful in the win- 
ter sports industry. 

“Up to now we have been 
a company that has done 
Well OUt of people's s umm er 
holidays," says Tim Turn- 
bull, Aquaman’s marketing 
director who with Mr Mala- 
vasi is among the four man- 
agers who own the company. 

Aquaman's products 
mainly sell for £12-£20. 
although the company can 
also make higher price prod- 
ucts for more specialist uses, 
for instance for the Royal 
Navy. 

The comp any employs just 
21 full-time people in its 
headquarters in London, 
with some production taking 
place in a recently buOt fac- 
tory near Cork in Ireland. 

Also using engineering 
expertise in its products is 
Electro Furnace Products, 
an export winner which is 


Europe's biggest maker of 
specialist grades of magne- 
sium oxide (magnesia) used 
In beating elements for the 
domestic appliance industry. 

Based in Hull EFP exports 
90 per cent of its output, now 
worth about £I2m a year. 
The magnesia it produces is 
used as an insulating mate- 
rial in the elements fanning 
part of devices such as ket- 
tles and Washing machinas- 

Part of a bigger group 
called Universal Ceramic 
Materials, EFP took a 
chance in the mid 1990s by 
investing £4.2m to expand its 
production capacity, from 

4.000 tonnes a year in 1993 to 

18.000 tonnes a year now. Its 
efforts were rewarded with 
increased sales, helped by 
the decision of two large 
competitors - Hills of Ger- 
many and Pechiney of 
France - to stop making 
magnesia for this applica- 
tion. Production this year is 
likely to be about 80 per cent 
of capacity. 

Graham Dughan, EFP’s 
managing director, says that 
another factor helping the 
company to increase exports 
by 170 per cent in the past 
three years has been a com- 
mitment to helping custom- 
ers use the material in their 
own heating element prod- 
ucts. 

“We guarantee customers 
that if they run into a pro- 
duction problem we will put 
it right within 24 hours," 
says Mr Du ghan 

Two of the company's big- 
gest customers are Irca of 
Italy and Ego of Germany, 
two large European beating 
element makers which sell 
to white goods producers 
such as Electrolux, BSH (for- 
merly BoschrSiemens Haus- 
ger&te) and Merloni 

A related company also 
pi dang up an export award 
is Strix, an fee of Man com- 
pany which is the world’s 
biggest maker of control 
mechanisms for kettles, 
while the more industrial 
end of the engineering indus- 
try is represented by Innova- 
tive Tooling Solutions, 
which makes specialised 
tooling for aerospace landing 


gear manufacturers and 
makers of automotive engine 
blocks. 

The transportation indus- 
tries are further represented 
by several specialist manu- 
facturers. Among them is 
Middlesbrough-based Cleve- 
land Cascades, which pro- 
duces fibreglass chutes used 
for loading bulk materials 
such as grain and chemicals 
on and off ships and lorries. 

A subsidiary of Cleveland 
Potash, a large UK based 
minerals producer, the com- 
pany started in 1993 making 
products purely for its par- 
ent's own use, and later 
found it could diversify Into 
other applications for exter- 
nal customers. Last year 
Cleveland Cascades had 
sales of £1.2m. of which 
about two thirds were 
exported. 

Load-Lok Manufacturing, 
another award winner, 
makes garment-carrying and 
other transportation systems 
used in a variety of cargo 
applications, while Weardale 
Steel produces sternframes 
and rudders for the ship- 
building industry. Among 
the biggest products of any 
award winner are those of 
Reading-based Mabey and 
Johnson, which designs and 
makes steel bridges. 

Equipment used in mining 
and process industries are 
behind the awards won by 
three other companies - the 
UK operations of Joy Mining 
Machinery, part of Harnisch- 
feger of the US. and Dom- 
nick Hunter and Scheibler 
Filters, which both make fil- 
tering equipment 

Three companies In engi- 
neering consultancy - Mott 
MacDonald, K. Home Engi- 
neering and Steffen, Robert- 
son and Kirsten - are also 
represented. Their expertise 
is used internationally in big 
construction, plant or energy 
projects. 

Northampton Machinery 
won its export award for its 
cable winding machinery, 
while JOB. the construction 
machinery group, was hon- 
oured for its operations 
exporting spare parts and 
attachments. 
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Clocking up 
the sales 


A row of clocks on a wall at 
VZS Seagoe Advanced 
Ceramics, shows the time 
in a bizarre collection of 
places: Pittsburgh, India, 
South Africa, Europe and - 
a touching addition - 
Glenrothes, the company’s 
Scottish base just north of 
Edinburgh. 

These time pieces help 
explain why the small 
ceramics manufacturer, 
with only T9 employees, 
has carved out a 
substantial export market 
since a management 
buy-out put it on a East 
track to growth in 1991' 

VZS Seagoe needs to keep 
abreast of the time as, at 
any given moment, a 
member of staff could be on 
one of the customer visits: 
that have helped push iip 
its overseas sales. 

In 1996, exports were : 
£L36m out of total sales of 
£3.49m. up from a mere 
£612.000. out of sales of 
£L3m, in 1994. 

VZS Seagoe specialises in 
manufacturing high purity 
alumina ceramics for use in 
various industries: faucet 
valves fbr bathroom taps, •, 
electrical insulat ors fo und 
in the power industry and 

wear-resistant parts for 

paper manufacturing 
part of Beauford Group, it 
merged with a sister 
company, Northern 
Ireland-based Seagoe 
Advanced Ceramics, in 
January. 

Faced with competition 
from bigger players such as 
Coors Group of the US and 
the UK's Morgan Crucible • 
but keen to expand the 

export side of the business, 
tho manswement OOted to 


stick with its existing 
c u s t o m e r s abroad but try 
and squeeze greater volume 
of orders from them. 

Company executives 
embarked on a n aggressive 
round of company visits to 
clients in Spain, Ausma, 

India and South Africa, - 
targeting customers that 

indicated growth was 


-We tried to target niche 

markets where there - 
wouldn't be too mueh 


competition,” says Andrew 
Jones, technical manager. 

The process was not 
always easy. Client visits 
would ascertain what 
specifications the customer 
was looking for in a 
product, samples would be 
produced and sent to the 
client for inspection . 

The difficulty was often 
making changes to the 
spedflcaBona without - 

riskmg capital expenditure 
on machinery when the . 
order was not certain - a ; 
problem larger competitors 
did not face. 

-ft was a long drawn out 
struggle," says Mr Janes. 
“At times we thought we’d 
blown it because we were 
late with some samples. 
You*re trying to break in 
on people who*ve already 
got the tit and toolsets.” 

VZS Seagoe placed a high 

wn phaate on building client 
relationships during the 18 
months it took to seethe 
first orders roll in. By 
m id -1995, the company bad 
started hiring foreign 


away of easing 

communication with 
customers. 

One of the company's 
strengths is that its 


five markets: electrical, . . 
paper, wear resistance, 
chemical seals and the 
nuclear industry. And 
proximity of raw material 
supplies - its source of 
aluminium oxide, the base 
material for its ceramic 
products, comes from a 
plant 10 miles away “lias 
helped maintain 
competitive prices. . 

Another threal has been ' 
the strength of steiliug hi 
the pa&t 18 months, which 
“hammered the 
margin”, according to Mr 
Jones. But he adds: “By . 

continuing investing in 

better eAripment we’ve . 
jnanagedSo sell the. . 
product, are a low cost 
nroducer-'As long as , _• - •_ 
-[competitors] don't get® 11 ? 
with their pnces, we should 
-do weiLr 1 • - , 

Jer^ny Grairt 


Tech behind 
the toons 


T aint i n g did not die out 
just because sculpture was 
invented,” says Ruth 
McCall, managing director 
and joint founder of 
Cambridge Animation 
Systems, the cartoon 
software company. 

Her words are borne out 
by the fact that, in an area 
where technological 

developments are 
constantly redefining 
industry standards, CAS 
has won its first Queen’s 
Award for export 
achievement in recognition 
of its position as the 
world’s leading producer of 
two-dimensional cartoon 
animation software. 

Its Animo system, which 
allows computers to 
eHmina&e several of the 
repet iti v e manual 
processes in cel animation, 
is the latest cutting-edge 
development in an 
evolution that began in 
1928, when Walt Disney’s 
“Steamboat Willie" saw 
the debut of a certain 
celluloid mouse who went 
on to be one of the most 
lucrative icons iff the 
twentieth century. 

Animo, an animation 
software package far film, 

television and multimedia 

production that can run on 
an ordinary PC, arables 
animators accurately to 
reproduce the quality and 
feel of their original 
creations. 

Since a foil-length 
animated feature inn 
consist of several hundred 
thousand indhridnal cels. 


redrawing and repainting 
steps gives cartoon 
producers a big advantage. 
According to John Mills, 

unanaging directarof • 

• T ^nriftn ^ifl iyd atrinphm i 

T Hemaghnrttan, . Arnmn 
“Increases output by 30 to 
40 per cent .and. reduces 
costs by 50 per cent”. 

Using its digital ink and 
paint facility, original 

drawings can be scanned : 
into a desktop computer, ; 
and the animation director 
can then ’‘paint” each 
&MtM3ual cel using an 
electronic palttte. 


Once the colours have 
been specified, the cels can 
be painted automatically, 
while keeping their 
“hand-drawn” appearance. 
Developments in internet 
technology have allowed 
the process to be carried 
oat anywhere. 

Axdmo is now installed 
in many of the world’s 
leading animation studios, 
including Warner Brothers 
and Steven Spielberg’s 
DreamWorks, and the 
product has an installed 
base of more than twice 
that of its closest rival 

The first foil-length 

animated feature to have 
been completed using the 
system was Warner 
Brothers’ hugely successful 
“Space Jam”. Max Howard, 
president of Warners’ 
feature animation division, 
said the movie “couldn’t 
have been completed 
without Animo." 

A farther eight films 
using the technology are 
currently in production. A 
new Warner feature, “The 
Magic Sword”, is due for 
UK release next month, 
while the DreamWorks 
SKG studio has used 
Animo to produce a 
foil-length feature, “The 
Prince of Egypt”. 

The system has also been 
used In several television 
shorts and advertisements, 
fairinfling the Inland 
Revenue's recent “Hector 
the Tax Collector”, the 
cartoon character 
personifying the Seif 
Assessment campaign. 

The eight-year old 
company, originally . 
backed by venture capital 
group 3i»had aturnover of 
about £2Jim in 1997, and is 
■ farther 

success. 

More than 1,300 licences 
for Animo have been sold 
throughout the world and 
later this year the software 
Is set to be made available 
for the Windows NT 
system, expanding its 
reach farther. 


Stephen 

McGookin 


1997 


Pace Micro Technology pic, manufacturer of set-top boxes for digital 
and analogue television in over 90 countries is proud to receive 

The Queen’s Award for Export Achievement. 

We would like to thank our customers, employees and 
suppliers who have contributed to our success 


The worlds first volume manufacturer of MPEG-2 compliant 
digital satellite set-top boxes for the consumer market 

Europe’s leading manufacturer of digital set-top boxes in 19 97 

Source: Dotoquest 

60% share of the UK satellite market 
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TELECOMMUNICATIONS • by Alan Cane 


Winning 

lines 


Customer care 
software, cable 
capacity and 
network quality 
prove vital 

Billing and analytical 
computer software, subsea 
cabling, microelectronics 
and mobile telephone 
systems proved to be win- 
ners for companies catering 
for the telecoms industries. 

Well-toned, efficient cus- 
tomer care software Is vital 
in today’s competitive envi- 
ronment “It is the key dif- 
ferentiator, " says Hubert 
Tardieu, director of the tele- 
coms division of winning 
computing services company 
Serna Group. 

All yon need to become a 
telephone company, the old 
joke runs, is an interconnec- 
tion agreement with the 
incumbent operator and a 
billing system. So with oper- 
ators proliferating as liberal- 
isation rolls back the barri- 
ers to competition, the 
market for billing software 
has expanded greatly. 

Serna, Anglo-French by 
origin but quoted in London, 
says that toitxvgng ^ now its 
largest sector representing 
18 per cent at the group's 
£L13bn turnover last year, a 
66 per cent I mp ro v ement on 
the previous year. Serna 
develops customer care, bill- 
ing and fraud management 
software. Its main customers 
are mobile phone companies 
in, among others, India, 
South America, China, Hang 
Kong -and the US. Its flag- 
ship billing software CABS 
is used by 76 operators. 

Cable and Wireless 
Marine, the oceangoing part 
of the UK's second largest 
telecoms company, owes its 
award largely to the insatia- 
ble demands of the internet 
for transmission capacity. 
Formed in 1983, it took a 
major step forward three 
years ago with the acquisi- 
tion of BT Marine, creating 
the world's largest fleet of 
cable-laying ships with the 
capacity to operate In 
^ i ywn<> conditions. 

At the same time, the 
demand for new submarine 
cables capable of handling 
data communications soared 
with the growth of the inter- 
net. Revenues rose from 
£53m in 1994/95 to £180m in 
1996/97 as it laid cables in 
the Caribbean, Asia, North 
America and Europe. 

Some of C&W Marine’s 
fleet of 12 ships were 
involved in laying two-thirds 
of of Flag, the fibre optic 
link around the globe, which 
is the single longest 
man-made structure. It has 
most recently been involved 
with Gemini, the advanced 
fibre optic cable running 
between New York and Lon- 
don, which Is the first sub- 
sea cable laid expressly to 
exploit internet traffic. 


ADC Metrics, the London- 
based UK subsidiary of the 
US group ADC Telecommu- 
nications, measures the per- 
formance of telecoms net- 
works. Its specialised and 
costly software collects and 
analyses data from which 
operators of fixed and mobile 
systems are able to tell 
whether their networks are 
performing properly. 

The competitive nature of 
telecoms markets is again 
crucial. No operator can 
afford to fall behind in net- 
work quality. ADC Metrics 
has seen its export earnings 
more than treble to £7.4m 
between 1995 and 1997 as its 
software has been adopted 
by operators as geographi- 
cally distributed as Telefon- 
ica in S pain and Pacific Bell 
Mobile in California. 

“Metrics helps us to 
deliver the quality of service 
that we simply have to 
deliver in the newly competi- 
tive, multi-service environ- 
ment," says Brad Peterson, 
IT director for the Califor- 
nian company. 

The humble printed circuit 
board, which organises and 
connects electronic compo- 
nents into mawagnahlft unite, 
has proved a winner for 
Prestwick Circuits of Ayr in 
Scotland. Founded in 1969, 
Prestwick is now the largest 
Independent manufac turer 
of pels in the UK and the 
thirteenth largest in Europe. 

The company makes pebs 
for use in telecoms, indus- 
trial controls, vehicles, com- 
puters and consumer elec- 
tronics. It exports more than 
70 per cent of its output to 
Europe, Mexico, South 
Africa, Australia and B razil 
Its sales rose from just over 
£34J2m in 1995 to £423m in 
1997, an increase of 24 per 
cent. A measure of the 
group's achievement is that 
it competes with over 4JMQ 
peb suppliers worldwide. 

It is refusing to rest an Its 
laurels with planned invest- 
ment of Clam in new capita] 
plant over the next three 
years with £6£m invested in 
plant and machinery in 1997 
alone. 

Merechoice has Its head- 
quarters in Worthing, West 
Sussex, but has offices in 
Russia, Hong Kong and 
China. Established in 1986, it 
supplies radio pages, mobile 
phones and other compo- 
nents of the communications 
revolution to markets in 
Scandinavia, western and 
eastern Europe and the Mid- 
dle East It is opening new 
fronts in Asia, India and 
Mexico. 

The company supplies 
both standard off-the-shelf 
components and designs 
bespoke devices to its cus- 
tomers' requirements. It 
believes a personalised 
approach to its customers 
has transformed what could 
otherwise have been a con- 
ventional distributorship of 
electronic commodities. 



Fighting spirit: an Image from one of the stock coflectkxts of Visual Communications Group. VCG, one of the woritfa leading stock 
photography companies, distributes images to the advertising, design and media industries. It has a global sarfvea network of 81 agency 
partner? in SI countries and associate offices in key local markets. VCG's earnings coroe almost entirety from the Beaming of imago 
rights to clients across the world ftrough Ba catalogue, CD aid internet sendees. KOMwiiogfeiritav 
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Relocation therapy 


Peter Carter, managing 
director of Sterling 
International Movers, 
describes his co m pa ny 's 
approach as “part mover, 
part psychologist and 
therapist. 

The stress associated 
with moving house is 
considered to rank just 
behind that of bereavement 
and div o r ce and Mr Carter 
attrib u tes his company's 
recognition for a Queens 
Award for Export to its 
“stressrettevtng” approach ' 
to toe upheavals of 
corporate relocation. 

“People are very stressed 
ont and anxious when they 
axe moving, we have to 
absorb the stress and 
| smooth the way," he says. 

Some of the “little things 
that make a difference", 
says Mr Carter, include the 
provision of transformers 
and pings for use In more 
than 70 countries which are 
fitted to all the clients' 
electrical items just before 
the move. 

Another touch is the 
valet service which 
provides washed and dried 


crockery and cutlery which 
is put away in the 
cupboards, freshly 
laundered bed Hnen and a 
vase flowers on the table - 
no stray boxes lying aroond 
and a finished home ready 
to five In. 

Other services include 
guides and helpful hints on 
how to reduce any potential 
“culture shock” and avoid 
mistakes commonly made 
in the moving process. 

Covering 70 countries, 
tiie guides lead the client 
through a range of topics 
such as schools, local 
customs, care of pets and 
where to find home-help. 
The guides are frequently 
updated to take account of 
changes in customs, visa 
and other regulations and 
even provide a “US to UK 
dictionary” for those words 
which acquire a different 
meaning in the 

Transatlantic crossing. 

This is part of the 
attention to detail that has 
got the company noticed 
and helped it expand from 
nowhere six years ago to 
among the top 25 corporate 


relocation companies in the 
world today. 

Sterling International 
Movers’ turnover and 
exports have posted 60 per 
cent compound growth 
since its inception, 
handling more than 5,000 
moves in 1997. The 
company started with just 
two employees and now has 
over more than 120. 

Both Mr Carter and 
Richard Levine, co-founder, 
joint owner and the finance 
director of Sterling, had 
previous experience in 
international relocation 
before setting up the 
company. 

Mr Carter believes that 
the company’s individual, 
tailored approach is 
another reason for its 
success. He is stffi involved 
directly with clients, 
personally handling about 
25 pa - cent of the 
company’s customers. 

The company has recently 
invested in a tracking 
system to help clients 
monitor the progress of 
their move from packing to 
delivery. Each aspect of the 


relocation, is monitored and , 
logged on to a counpatar 
system accessed by e-mail 
and tiie Internet. Clients * 
can see immediately exactly 
where their shipment is and 
if there are any delays due * 
to port strikes or bad 
weather. 

Mr Carter says that 
clients find the tracking 
system reassuring, saving 
them from making repeated 
phone calls to check an 
their shipment. Customers 
are given a user 
identification and 
information is kept 
confidential through a 
password protected basis. 

Sterling International 
Movers has built np a 
strong client base which 
includes 60 of the- top 100 
companies in the D1L 
Business is obtained 
through referrals, word of 
month and repeat custom. 

“The success of Sterling 
is living proof that 
everyone in the company 
has a total oomnntment to 
quality," Mr Carter says. 

Anne Counsell 


Ah, the sweetest 
smell of all. 




Quest Internationa] is proud to receive the Queen's Award 
for Export Achievement, 1998. We would like to thank our 


employees, suppliers and worldwide customers 
for their dedicated contribution to our success. 


Gu< 


KingspaH! 



Kingspan Building Products are honoured to receive 
the Queens award for export achievement. 

International leaders in 
Building Envelope Construction 
for the next millennium. 

Manufacturers of Insulated panel systems far roof and 
■ wall cladding for industrial, commercial, new 
and refit buddings. 

Special thanks for the invaluable contribution of our _ 
staff, clients and suppliers Worldwide. 


Kingspan Building Products Limned. 

Green field Business Park NoJ, Greenfield, Holywell, 
Flintshire N. Wales CH8 7HU 
Telephone: (01352) 7.16UJ0 Far: (01352) 712444 . 

Internet website : http^/ww«ddngspaiuom 
E-mail : sal t^khp Jdngspan.eo.uk 


THE DRINKS SECTOR* by James Buxjon 

Pleasing § 
to foreign 
palates 


jkg wore 


Bars, restaurants 
and private . 
clients are 
growing to like 
British drinks 

You might think a UK 
company trying to sell Brit- 
ish brown ale alongside 
American beers in down- 
town bate in US dities was 
setting itself a tough task. 
But Scottish & Newcastle is 
one of a small number of UK 
brewers that are succeeding 
in this objective and has 
now won its first Queen's 
export award. 

“We are selling dark beer 
in a blond beer market and 
we are doing well." says 
Richard Gibb of S&N. 
Exports of Newcastle Brown 
to the US have grown by 110 
per cent in two years and 
are “the engine of our export 
growth". Last year S&N 
exported 170,000hl of the 
beer from the Newcastle 

brewery- 

To develop beer sales in 
the US S&N has set up an 
importing company in San 
Francisco. “We have pushed 
up s a l es by finding the right 
distrib u tors who sell to the 
right retail outlets," Mr Gibb 
says. "They understand 
what we want to achieve." 

The US subsidiary does 
not advertise heavily but has 
built up a network of 
upmarket bars where the 
barman can be expected to 
recommend Newcastle 
Brown to drinkers who want 
to try a new beer. Sales are 
strong, in. parts of California 
and in other western states 
such as Colorado, but the 
beer can be found in almost 
all parts of the US, Mr Gibb 
says. The US is easily the 
biggest market of the 50 
countries to which S&N 
sells. 

Morrison Bowmore Distill- 
ers is one of the few compa- 
nies to win the Queen's 
export award in three suc- 
cessive years. Exports grew 
by more than 50 per cent in 
the most recent three-year 
period, "1994/1996, following 
annual growth rates of 33 
per cent in 1993. 50 per cent 
to 1994 and 78 per cent in 
1995. 

Exports now represent 
more than 75 per cent of 
total sales, which in 1996 
were £3 1.2m. Morrison's 
main markets are France, 
the US, South America and 
worldwide duty free outlets. 

The Japanese drinks com- 
pany Suntory has owned 
Morrison Bowmore Distillers 
since 1994. Its export perfor- 
mance was transformed in 
the early 1990s by a switch 
from selling whisky in bulk 
to promoting its brands. It 


has three distilleries r- Bow- 
more, on the island of fejla, 
Auchentoshan In the 'Scot- 
tish Lowlands, and 0&i 
Garioch in Aberdeenshire, 
enabling it to sell three- wry 
different types of single 
malt 

Another whisky producer 
to win an export award fa 
Macallan Distillers, part of 
the quoted H ig h land. Dm-fett- 
ere. Its exports have doubwa 
since it won its last awwdfo 
1693, exceeding 200.000 c$u$ 
for the first time in 1996/97, 
with a jump of 22 per censfa 
the Americas. The US is «&- 
fly the biggest market, with 
its leading brand. The Marat 
lan. now the fourth bestaeft- 
ing Highland malt whisky. 

William Grant, one of the 
very few privately-owned, 
whisky companies, has wiT 
the Queen's award for the - 
third time. Exports make up 
more than two-thirds of its 
sales, which in 19% were 
£323m. 

Its Glenflddich brand 6 
the best-selling single maft 
in the world as well as inJhe 
UK, though the company’s - 
biggest selling product hi 
terms of volume Is its 
blended whisky -Willlaoh^ 
Grant's Family Reserve. ’. • 

Corney & Barrow, the CHy 
of London firm which Is -one 
of the Britain’s oldest wine 
merchants, has won. a 
Queen's export award for foe 
wine broking offehoot.lt 
established in 1992. Wine 
merchants in the UK are 
importers almost by defini- 
tion. But Coney & Barrow 
has developed a niche by 
exporting fine wines to wine 
mer chan ts and wealthy indi- 
viduals in the US, east Asia - 
and continental Europe, / 

The beauty of Comey lk- 
Barrow’s operation is that it 
does not have to pay to store 
the wine while it matures. 
Private clients buy cases ' of 
good clarets and vintage port 
from it en primeur, have 
them stored in its cellars 
and, when values have 
appreciated, sell them bad: 
to the company, possibly 
retaining a case or two for 
drinking. 

“This award confirms foe 
UK as the world centre of 
tine wine trading," says 
Adam Brett-Smith, manag- 
ing director of the company. 

HJP-Bulmer, the cider pro- 
ducer, has succeeded 
through promotional cam- 
paigns in developing a taste 
for cider in 30 countries in 
Europe and North America 
and is responsible for 80 per 
cent of the UK's cider 
exports. 

But though its exports 
grew by 30 per cent in 
1996-97 to £lL7m, they still 
made up only 5 per cent .'of 
its turnover. 


Manufacturing in Tt/o.Nsitlr 
for marker* worldwide 



Cumin 


The Directors of Calcarb Ltd. 
are honoured to receive 
The Queen’s Award for Export Achievement 
A very special thanks to our sterff, 
suppliers, agents and customers worldwide. 
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Spreading 
the words 


Every week during term 
ti me, 16 sen ior Cambridge 
University academics meet 
in a small room to decide 
whether or not to publish 
boots that win bear the 
Cambridge University 
Press publishers stamp. 

CUP Is a non-profit 


with a brief simply to 
“advance education and 
knowledge", its mandate js 
anything but commercial. 
Yet despite operating in the 
cut-throat world of book 
publishing, CUP has 
managed to increase 
exports over the past six 
years by £22m to £266m. 

Fur Nicholas Reckert, the 
international sales director, 
there is no contradiction 
between export growth and 
a non-commercial brief. 
Since its success, he says, 
is founded on jealously 
protecting the brand, the 
non-commercial brief is, 
ironically, an advantage. 

But CUP’S strength has 
also been bufit by operating 
nmnh Him tm y wmimwrtal 

publisher. “We lave to be 
aware that we can go under 
just like any other 
publisher," Mr Reckert 
says. So CUP has been an • 
aggressi v e publisher, 
issuing about 2,000 bodes a 
year, a level that has been 
growing steadily over the 
past decade. 

It has expanded its 
international operations 
over the years but the 
biggest change took place 
about 16 years ago, with 
the decline in the school 
textbook market in 
Commonwealth countries. 

This forced CUP to 
change its focus to what it 
describes as its English 
Language Teaching section 
- now the largest of its 
internal categorisations - 
which includ es dictionaries 
and books on such thing s 
as PngHsh gram m ar and - 
“how to" guides on 
learning the language. 

At about the same time, 
CUP opened offices in 
France, Germany and 
Spain, it was a propitious 


change. Not only did it . 

increase vastly the 
potential market for GDP’s 

books outside the 

Englislhspeakiiig world, it 
also coincided with an 
Intensification of economic 
globalisation and an 
increased need to 
communicate across 
borders - boosting the 


Mr Reckert acknowledges 
that this has helped push 
up sales of English 
language 

which in turn has “pulled 
along" sales of other 
sections, notably academic 
books. But he stresses that 
it has been part of t he 
conscious policy of CUP to 
leverage the sales of its 

Rn gttah la n g n aga tWhtn g 

books to other sections. In 
fact, he says, one of the 
reasons far tbe CUP’S 
success has been its 
decision against 
J excessiveiy specialising in 
(me area”. 

More recently, the focus 
on ’Rn gHA Vvn^ also 

changed, with about 60 
books being published in 
Spanish last year, a 
response to the economic 
and cultural boom being 
experienced by the 
Spanish-speaking world. 

The growth of 
international markets has 
helped CUP create a 
dynamic environment 

which attracts the high 
quality staff needed to run 
a publishing operation. 

Five regional directorates 
have been established 
and rather than using 
expatriates, many staff are 
now hired locally and 
encouraged to take their 
own initiatives. “We like to 
give them their heads,” Mr 
Reckert says. 

The result has been that 
the world’s oldest publisher 
is now exporting books to 
almost every country in the 
world. Education ami 
knowledge are being 
advanced — and CUP is 
making money. 

Tim Cohen 





Corney 3c Barrow 
(Broker Services) Limited 

A division of Corney & Barrow Group pk which 
ex p o r t s worldwide hnpegted fine and rare winea. 

We are proud to receive our first Queen’s Award 
and would fike to thank all our customers for their 
continued support which has made this 
achievement possible. 

TH 017135x4051 
Fax 01716082234 
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- Adas Ward is proud to accept the Queen’s Award 

- far Export Ibis is a significant achievement for a 
’ V company which gainod.it’s independence only a 


finding 1^3i and d» Bank of Scxifland. 
. Adas WfcnTS BuDdlnff ha* been 


TOTAL SOLUTION TO STEEL FRAMED pre- 
engineered package buildings. 

ATLAS ward save designed, manufactured. 
Shipped and erected buildings and 
structures in sum? countries. 
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Foiling the 
forgers 


Something fishy: Seafood M ariwfing int e rna tion al, which has won a Queen's Award for Export, imports warm water shrimps which are 
than deanetf, cooked and packed for the frozen food end catering NueMee under a range of J ffw wft brand names. Mora than 80 per 
cent of fis told earnings come from 170 customers In 13 Banpean countries aid the US Tom An* 

HEALTHCARE COMPANIES • by Daniel Green 


Conspicuously absent 


Many of the UK's 
best-known 
names do not 
appear in the list 
of winners 

Healthcare companies of all 
sizes are wen-represented in 
this year's Queens Awards 
for Export, but many of the 
UK’s best known names in 
pharmaceuticals and bio- 
technology are absent, and 
the running is taken up 
instead largely by big 
non-UK companies and 
smaller domestic companies. 

Winning for the second 
year in a row is the Grimsby 
site erf Novartis, the Swiss 
drugs company. 

Exports in 1996, the year 
for which these awards have 
been made, were worth 
£146m, out of total sales 
from the site of PiKim. That 
compared with £94m from 
£99m in 1995, for which K 
also wan a Queen’s award. 

The products are the 
ingredients that go to make 
up some of the world’s best 
selling medicines, frMT to dm g 
tegretol for epDepsy and the 


patn-kfller voltarol, as well 
as crop protection products 
and herbicides. Many of the 
export markets are In 
Europe, but one controver- 
sial product, ritahn. for chil- 
dren diagnosed with “atten- 
tion deficit disorder”, is sold 
largely in the US. 

The growth is largely the 
result of a huge investment 
programme in the plant, 
worth more than £300m so 
far this decade. And the 
company says that the 
recent strength of sterling is 
unlikel y to affect exports. 

But even that growth 
pales next to the 450 per cent 
sales Increase recorded by 
Johnson & Johnson Medical, 
a subsidiary of the broadly- 
based US healthcare com- 
pany. J&J medical took over 
a textile mill In Gargrave, 
Yorkshire, in the 1930s to 
make bandages. 

Now that plant supplies 
hospital and operating thea- 
tre products ranging from 
X-ray detectable swabs (In 
case the surgeon leaves 
them inside a patient’s body 
by accident) through to dis- 
infectants , drapes and stents 
- metal mesh cylinders sur- 


geons can insert to hold 
open Mood vessels and other 
tubes in the body that might 
otherwise be blocked. 

J&J Medical sells to the 
UK’s National Health Ser- 
vice as weD as NHS equiva- 
lents around Europe and 
through its own distributors 
on continental Europe. 

The best-known wholly 
UK supplier to win an export 
award is Zeneca, the UK’s 
third largest pharmaceuti- 
cals. company, for its life sci- 
ence molecules division. It 
follows a technology award a 
year ago. 

The company makes spe- 
cialist chemicals for health- 
care and agrochemicals. 
Exports are to the main 
countries with agrochemi- 
cals and pharmaceuticals 
companies, namely Ger- 
many, Japan, Switzerland, 
France and the US. Exports 
are up 80 per cent over three 
years and account for two 
thirds of sales. 

The growth in the world 
pharmaceuticals industry 
has created demands which, 
in some cases, the NHS can 
supply. One of the smallest 
of this year's export award 


winners is Hammersmith 
Medicines Research, which 
consist of a group of doctors, 
nurses and support staff. 
Their company was formed 
in 1993 and rents space in 
the Centra] Middlesex Hospi- 
tal to the west of London.. 

Staff conduct tests of 
drugs in development for 
pharmaceuticals and bio- 
technology companies. 
These involve measuring the 
safety, efficacy and tolerabil- 
ity of new medicines first in 
healthy volunteers and then 
In patients. 

The company concentrates 
on the smaller early trials, 
and specialises in asthma- 
and allergies, gynaecological 
conditions and contracep- 
tion. 

In the three years to Janu- 
ary 1997, sales tripled to 
djjm, with exports account- 
ing for more than half this 
figure. Hammersmith Medi- 
cines Research counts com- 
panies in 12 countries among 
its customers. 

This kind of work helps 
confirm the UK as Europe's 
biggest centre for the con- 
duct and management of 
clinical testing of medicines. 


The rising tide of 
bootlegging and 
counterfeiting in the past 
decade - notably in Asia 
and eastern Europe - has 
offered rich pickings for De 
La Rue Holographies 
(DRH). “With the rise of 
global brands, companies 
are increasingly worried 
about counterfeiting, 
particularly when they sell 
into risky markets,” says 
Philip Hudson, manag in g 
director. 

A subsidiary of the 
security printing group, 
DRH makes sophisticated 
holographic patches and 
strips used to authenticate 
products vulnerable to 
counterfeiting. Developed 
to protect banknotes and 
credit cards, they are now 
used increasingly for 
branded products, such as 
videos and Scotch whisky, 
which are sold into export 
markets prone to 
bootlegging* 

Exports have doubled 
since 1994/5, reaching 
about £5m in the year to 
May 31, 1997, when they 
accounted for more than 
half total sales of Just 
under £9m. Mr Hudson 
expects turnover to reach 
about £i2m in the curren t 
financial year. Host or the 
growth has come from 
export sales. 

De La Rue. a leading 
producer of banknotes and 
credit cards, set up DRH in 
1987 to develop holograms 
as security devices. The 
introduction of the colour 
photocopier in the 1980s 
had made it easy for 
forgers to reproduce 
traditional security 
printing techniques. De La 
Rue was anxious to find 
new technologies to protect 
its products. 

DRH has built up a large 
customer base overseas for 
its bank note and credit 
card holograms, providing 
holographic stripes and 
patches for European 
currencies, such as the 
Polish zloty, the Swiss 
franc and the German 
mark. 


Since the European 
Central Bank confirmed 
that banknotes for the new 
single currency - the euro 
- will carry holograms 
whoa they are issued in 
2002, DRH hai$ been 
preparing a hid far the 
contract The company has 
also buOt up a 20 per cent 
market share in the global 
market for credit card 
holograms. 

Last year, DRH secured 
accredttatioh from Visa to 
supply issuer* of Visa 
cards with holograms, 
previously, the contract 
had been held solely by 
American Banknote. Every 
year, about 500m Visa 
cards are issued. DRH 
estimates it bolds aboot 50 
per cent of that market. 

In bufidiug Ms banknote 
and credit card business, 
DRH has been helped by its 
relationship with De La 
Rue. But tiie company has 
also been successful 
developing new business 
lines, particularly in the 
countries of the former 
Soviet Union. 

Having won contracts 
there in the early 1990s to 
make security devices far 
banknotes and passports, 
DRH expanded into the 
protection of copyrighted 
products - video tapes and 
compact discs. It also 
worked with governments 
in Latvia, Lithuania and 
Azerbaijan to produce 
hologrammed tax stamps 
for cigarettes and alcohol 
helping to improve duty 
collection on those 
products. Increasingly, it 
works with branded goods 
manufacturers to protect 
their products in 
international markets. 

Mr Hudson stresses that 
DRH has not Just 
piggybacked on De La 
Rue’s products into export 
markets. “Only 16 per cent 
of o ur tur nover Is 
internally generated,” he 
says. “In any case, brand 
protection is a new area far 
DelaRue.” 

Jonathan Ford 



Metrics 


4 


Setting the world's standard in 
telecommunications network 
performance management. 

ADC Metrica is honoured to receive the 
Queen’s Award for Export Achievement. We 
would, like to thank all our staff, customers 
and partners around the world for their 
valuable contribution to our success. 


Tel: +44 181 3327400 


Rue +44 181 3327403 
Web ate: wwwjnorica.com 
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ALL AT SEAMARK ARE RtOUD AND HONOURED TO ACCEPT THE 
QUEEN’S AWARD TOR EXPORT ACHIEVEMENT 1998. WE WOULD 
l.nre TO THANK ALL OUR STAFF, OUR CUSTOMERS AND 
SUPPLIERS TOR THEIR LOYAL SUPPORT WHICH HAS MADE THIS 
AWARD POSSIBLE. 

SEATOOO MARKETING JNTERNaTTQNAL PLC. SEAMARK BOUSE, HXJB LANE, 

ntOYLSDSN. Manchester mo ffiB 

n* OKI 355 SOM he 016 1 335 5001 

E-PUfl: Wct>*ac: wwwjqpmrtjca* 
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INSPEC FINE CHEMICALS LTD 

Winners of the Queen’s Award for Export, 

for the first time 



Over 75% of our business is exported world-wide 



INSPEC 

GROUP 


INSPEC. more than you might expect! 
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Nauticalia 


Not Cool Britannia, 
Rule Britannia 


It's not so much Cool 
Britannia as Rule Britannia 
for Nauticalia, a seller of 
nautical gifts and 
memorabilia, is concerned. 

The family-run business, 
set up in the mid-1970s by 
Lynn Lewis, a former BBC 
TV presenter, has 
capitalised on interest in 
Britain's naval heritage, at 
home and abroad. This is 
the first time it has won the 
award after several 
applications. 

Exports have more than 
trebled since 1994/95, 
reaching £1.27m in the year 
-to May 31 1997 when they 
accounted for about a third 
of total sales of £3 .58m. Mr 
Lewis, 60, whose son-in-law 
Chris Murdoch is the 
company's sales director, 
expects Nauticalia's 


turnover to reach £5m in 
the current financial year. 

Mr Lewis and his wife. 
Val, began by selling 
nautical antiques to passing 
boat owners from a former 
rubbish barge on the 
Thames. They soon turned 
to replicas because they 
were unable to find enough 
antiques to meet demand. 

Today, Nauticalia's top 
sellers include blazer 
buttons modelled on 
Nelson's and replicas of the 
gold rings he exchanged 
with Lady Hamilton, his 
mistress. 

Continental Europe is the 
main export market, with 
France and Germany 
accounting for 13 and 12 per 
cent respectively of 
overseas sales In 1996-97. 
“We’ve discovered that 


AWTfiMLC WITH LATE RWENTT 
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there's not much difference 
in selling to a small shop in 
Dusseldorf or to (me in 
Oban," says Mr Lewis. “We 
target smaller retailers that 
other people wouldn't 
bother with and we invoice 
them in their own currency 
and speak to them in their 
own language.” 

Staff, who number about 
50, up from 28 in 1995. are 
encouraged to learn new 
languages and receive 
bonuses when they do so. 

The company uses 
distributors for the 
containerised cMpmpnts to 
markets further afield, such 
as the US. Singapore, 
Argentina gn ^ Russia. 

Nauticalia publishes a 
mail order catalogue, which 
brings in about a fifth of 
sales, and has five shops In 
the UK, which also account 
for about a filth of sales. 

Many of the goods, while 
British in design and 
tradition, are produced 
overseas, incl uding in fadig 
Mr Lewis says it became too 
expensive to produce Hems 
such as hand-made ship's 
bells and model wooden ; 
sailing ships in the UK. Ini 
addition, the high level of : 
imports helps to insulate 
the company against the 
strong pound. 

The Lewises started the 
business, based at 
Shepperton-on-lhames near 
London, by mortgaging 
their home and have 
continued to finance it 
through short-tern hank- 
borrowings and by 
reinvesting profits. 

Virginia Marsh 
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Brtmons 


Making a pile 
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My, rates Westwood one of the world's best six dMfgnm 

THE TEXTILES SECTOR* by Lisa Wood 


Brintons, the . .. 

family-controlled company 
based m Kidderminster, 
which wins an export 
award for th e firs t time, is 
a successful survivor in the 
ailing UK carpet industry. 
Kidderminster, once the 

carpet capital of the world, 
now employs about 2,500 
people In tire industry. . 

Thirty years ago more than 

15.000 people in the 
Worcestershire town were 
making carpets. 

Brintons, which employs 

2.000 people worldwide, 
with plants in Portugal, 
Australia and New Zealand 
as well as the main 
Kidderminster factories, is 
now among a handful of 
international 

mannfa H iit w c that 

produce high quality woven 
carpets for big contracts 
sachas those placed for 
hntfrla , public buildings and 
cruise liners. 

Recently, it completed 


the world’s largest 
Axmlnster contract for 
135,000 metres - some 35 
acres - of woven carpet for 
Hang Kong’s new airport. 
The project was worth 
£6J5m- 

Until the early 1970s the 
company, which was 
established in 1783, 
manufactured middle-range 
woven carpets. However, 
intense competition, 
In dnflng that from 

manufacturers of cheaper 

“tufted” carpets, persuaded 
the company to move 
upmarket. 

Using new compute" 
fUxrfg n technologies it 
began to specialise in the 
design and production of 
carpets to client 
specification. A recent 
contract for Disney, for 
pvamp lp- a Mickey 
Mouse motif in the design. 

Most of whHt it exports is 
in the form of contract 
work. In the UK, where its 


From rags to riches 


Winners r ang e 
from clo thing 
recyclers to top 
international 
fashion designers 

A business that started on a 
barrow and another whose 
owner has hwtm ranked as 
among the best six desi gners 
in the world are among the 
several recipients of the 
export award in the textiles 
sector. 


W. EL Tracey Textile Recy- 
clers, based in Bury, has its 
origins in a rag-and-bone 
business set-up by William 
Tracey in 1935. The family- 
owned company started to 
export when demand for 
shredded garments - used in 
a variety of activities includ- 
ing upholstery - fell about 
10 yean ago. 

Today the business, which 
is visited daily by Mr Tracey, 
aged 82, employs 105 people 
and exports sorted second 
hand clothing and footwear 


PROFILE 


Enid Blyton Ltd 


Toyland turns in profits 


| The club of the UK’s top 
exporters, which includes 
bard-driven investment 
bankers and industrialists, 
has an unlikely new 
member: Noddy. The happy 
little elf has gained an 
entree by winning a 
Queen’s Award for Export 
for Enid Blyton Ltd, the 
company selling licensing 
rights for books and 
products bearing his image. 

Noddy and his companion 
Big Ears are backed op by 
the Famous Five and the 
Secret Seven, bands of 
children also created by 
Enid Blyton, the writer 
whose works have been 
devoured by generations of 
English children as keenly 
as they have been 
excoriated by trendy 
educationalists. 


Tbe characters have 
generated margins that 
would ta rn most captains of 
industry green. The 
company made profits of 
£860,000 on turnover of 
£l-5m in 1996. This rose to 
£2m on revenues of £3Am 
last year, despite a rise in 
the value of sterling or 
about 10 per emit against 
the European currencies in 
which the company deals. 

About 45 per cent of 
profits now come from 
exports. Since Trocadero, 
the leisure company, 
bought Enid Blyton Ltd for 
£14m from the estate of 
Blyton, Noddy has joined 
battle on the continent with 
local rivals such as the 
Smurfs and Asterix. 

His success, says David 
Lane, the former law 


lecturer who is managing 
director of Enid Blyton Ltd, 
is because “Blyton 
understood children’s 
minds and wrote for them 
alone”. An image makeover 
has also helped, be says. 
“We have revamped the 
graphic style so that Noddy 
has a 1990s look instead of 
a 1950s look, and brought 
the stories op to date by 
putting them into modern 
language.” 

However Mr Lane 
disavows responsibility for 
one of tiie most 
controversial reforms - the 
transformation of tbe 
mischievous Golliwogs into 
gremlins to appease 
campaigners for political 
correctness. The change 
took place before Trocadero 
became involved, he says. 


Before the takeover, 
overseas income came 
mainly from royalties on 
book sales in France and 
the Commonwealth. Mr 
Lane has vastly expanded 
■^he use of Blyton branding, * 
applying the characters’ 
names and images to 
every tiling from interactive 
CD-ROMs to chopsticks. 

He has also tafa^n the 
company into Germany, 
where 18 months ago it 
struck a deal with 
Bertelsmann, the publisher, 
to sell German translations 
of works by Blyton. 

Elsewhere, a 

long-standing relationship 
with Hariiette, the French 
publisher, was given a 
boost by raising the number 
of titles licensed from 30 to 
more than 80. 


Television is tbe key to 
turning Noddy and his 
friends into real forces to be 
reckoned with in the 
rhnrsM-tor licensing ■ 
business. A successful TV 
Show vastly increases the 
brand value when applied 
to merchandising. 

Enid Blyton Ltd launched 
a 40-epfsode series Noddy to 
Toyland at Cannes this 
year. The series, made in 
collaboration with BBC 
Worldwide, features a mix 
of live action, animation 
and puppetry. 

Mr Lane has his fingers 
crossed for the Teletnbbies, 
the four Huffy TV 
characters currently trying 
to crack the fickle US 
market If they succe e d, it 
augurs well for Enid Blyton . 
Ltd. The US is the 
c om p any ’s next target 

Jonathan 

Guthrie 
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TSL GROUP PLC 
AT THE FOREFRONT OF 
FUSED SILICA TECHNOLOGY 
SINCE 1906 


Strix Ltd,, the world’s leading manufacturer of control 
systems for domestic water boiling appliances is proud 
to receive its second Queen’s Award for Export 
Achievement. 

The Award could not have been made possible without 
the dedication of our staff to quality and innovation 
and without the support of our customers and their 
confidence in our products. 

Strix products are used over one billion times per day 
throughout the world. 

Strix Ltd 
Forrest House 
Ronaldsway 
BALLASALLA 
Isle of Man 
IM9 2RG 
British Isles 

Tel: 444(0) 1624822991 
Fax: +44(0) 1624 822918 



IS PROUD TO RECEIVE 

THE QUEEN’S AWARD 

FOR 

EXPORT 

ACHIEVEMENT 


TSL Group PLC, 

POBox6, 

Neptune Road, Wallsend. 

Tyne & Wear ND2S6DG 
Tel: 0191 262 5311 Fax: 0191 263 8040 


to Kenya, the Baltic States 
and Pakistan. Export earn- 
ings more than doubled from 
1995 to 1997 - a time when 
the business moved to larger 
premises to accommodate 
new orders. 

About 200 tonnes of 
clothes are bought from 
charity shops every week, 
scried, bailed and then dis- 
patched to thefr destinaHnns 
in containers. “One of the 
reasons for our success is 
that we listen to what oar 
customer s want,” says Philip 
Brad bum, the company’s 


1992. Exports have more 
than doubled in the past 
three years, and important 
markets ’ include Japan 
where tbe company has set 
up. licensing agreements 
with a number of Japanese 
manufacturers for products, 
including handkerchiefs and 
umbrellas, bearing Ms Wes- 
twood’s name. 

Exports now account for 
about 50 per cent of sales. 
Most of Ms Westwood’s 
dnthtng used to be manufac- 
tured in the UK but recently 
she has switched the major- 


chief executive. “We would tty of production to Italy, 
not export anything that we Christopher Di Pietro, the 


would not wear ourselves. 
People who buy our clothes 
are fashion conscious." ' 

Ward Shoes of Sheffield, 
which is winning an export 
award for the first time, is 
involved in a similar busi- 
ness. It exports footwear, 
including shoes which have 
been returned by home cus- 
tomers as unsatisfactory and 
end-of-th e-range shoes which 
are not brought to the mar- 
ket place. 

Its main markets are in 
Africa, with business devel- 
oping also in eastern Europe. 
About three-quarters of its 
sales are experts. 

Vivienne Westwood's com- 
pany, a first-time export 
award winner, supplies a 
very different type of cus- 
tomer. John Fairchild, editor 
of the fashion bible. Wom- 
en's Wear Daily, rated Ms 
Westwood one of the best six 
d e signers in the world in his 
book. Chic Scrooges. 

While Ms Westwood has 
been designing clothes since 
1971, her company began 
trading in its present farm in 


company’s sales and market- 
ing manager, said that this 
was a source of regret, but it 
was difficult in the UK to 
find manufacturers that 
were able to meet the com- 
pany's needs. On the one 
hand there were large-scale 
producers and on the other 
there were craft workers but 
there were few companies 
that wme in-between. 

Arletia Fashions, which is 
. also winning, the award for 
the first time, is not a coutu- 
rier like Vivienne Westwood 
but its women's evening 
wear and a range of clothing 
for business women are 
design-orientated. One of the 
co-heads of its design team, 
Chris tina Stamboli, Hag cre- 
ated clothes for the late Prin- 
cess of Wales. 

The business was set-up in 
1966 by the late Aristas Con- 
stantin ou, a gr aduate of the 
London School of Fashion. 
He and his brother, Achil- 
leas, had a number of shops 
in London. 

In the mid-1980s the com- 
pany switched its operations 
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Awarded to Software 2000 

“ Suppliers of Advanced Driver Software for 
die World's Laser and Inkjet Printers'’ 

This major award recognises our OEM partners, 
staff commitment and technology leadership. 
Thank you for helping us achieve 80 % annual 
growth, quadruple export earnings in 3 years and 
build a world-wide base of aver 30 million users. 


Software 2000, The Magdalen Crane. 
Oxford Scfcace Part, Oxford OX4 4GA 
TeU (01865) 784200, Fax: (01865) 784201 
Web: wwwjrw2000xom 
Emtfl: oemnfctOsw2000xoni 
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fa honoured to receive 

THE QUEEN'S AWARD FOR 
EXPORT ACHIEVEMENT 
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consumer advertising has 
featured snper-modeb-^ 

wearing Vivienne 

Westwood designer clothe* 
made out of its carpte -it 
mainly supplies the nppo* . 
end of the residential - ^ 
market. Exports account* 7 
for nearly half of total. *1 
sales, which are worth - * 
about filQOm. ,-i 

The company exported*' 
for many years, with a ; -V. 
sales representative ia the 
US as early as 1855. ' J i.\ 

However. Michael . . . T.’ 
Hardiman. the company's ’ 

public relations manager,^ 
says tbe real emphasis on : 
exports has been made in 
the past 20 years, with 
growth of more than 5(1 per 
cent in the past five years.' 
Fifty seven agents assist - 
tbe company in its experts 
to to countries - making 
Brintons the UK’s largest 
esparto of woven carpets. 

Lisa Wood 






Huf U.K. Ltd. 

is proud to receive m 1998 its . 
Queen’s Award for Export 
Achievement for sales of 
automotive locking systems: - 

| Special thanks to our customers, 
employees and suppliers, 

. whose support and 
commitment have contributed 
so much to our success. 


HttfUKUd., Owen Rood, WWakoU, 

West Midlands, WVIS2PZ • 

7Wr +44 < 0 ) 1902 366023 Pax: +44 (0) 366424 
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from retail to wholesale and. 
it now designs and manure-, 
tures its own range. - - 

All the manufacturing is 
carried out in the UK,- con- 
tracted to seven independent 
production units sited at its 
headquarters In north Lon- 
don. The “made in the UK* 
label is a positive element at 
the clothes’ attraction: to 
overseas buyers, says Acfail- 
leas Constantinou, the .-com- 
pany's managing director 
and principal shareholder. 

Ariella, which markets Its 
clothes overseas under the 
Ariella label - with UK sales 
mainly “own label' 1 -for . 
department stores - has 
increased exports by more 
than two-and-a half times in 
three years: they now exceed 
two thirds of total sales. 

Mr Constantinou attri- . 
butes the increase in exports 
largely to increased expo- 
sure at international exhibi- 
tions and a switch to agents 
rather than distributors. 
Agents, he says, give Ariella, 
mare control of its market 

Lloyd Loom of Spalding 
also has recently partici- 
pated in several specialist 
overseas international trade 
exhibitions and has over- 
hauled its management sys- 
tem responsible for commu- 
nications with overseas 
representatives. 

Winning the export award 
for the first time, the com- 
pany manufactures woven 
fibre classic and contempo- 
rary furniture and a new 
floor covering “LoomTex" 
launched in 1997. The main 
markets for the company's 
exports, which more than 
doubled over the past three 
years, are in Europe. 
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^“^SeW-based Otodynamfoa and the tnsffiute of Laryngology and Otology have produced a small instrument that can be used, aasfly by 
doctors and nurses to test die hearing of babies. Results can be downloaded into a hospital data system one car 

The Quean's Awards for Techootogtcal Achievement 1996 ' . ' ~ 
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BBC toeach ad Pawlopraom ~ . 
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tafflUB d LsryngoJogy aid Qtcdqgy 

The totfnq DMsIqn of Hyctwad Agwrehaw 

Otodjramfcs 

FtoBs-Royee Enjyneertig & Tadutogy 

Sara Dfcplajs ■ •• _. . . 

SmflfB Industries Aerospace 

SreTi WRoac ~ - 

Stewart Hughes 

Surface Technology Osteon 
Surrey SateSte Techndogy 


Chestam, ftjd®./. . 
Tadwwtft, Surrey , - 

Tring, .Hotfejnfrftkfl 
Iparidi, Suffcft. . ■■■• 

London WC1 

Latte ChaBont. Burts ■ 

Hatfield, Harts 
Derby, Bertoysttre 

West Suss«~ 
OeSBrtifrp.Sfaucastetfrrke 
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Bewport. Bwant Wales 
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Screening tednofagr far detedteg hearing deficiencies In newborn babies 
Mjmtew imaging agent tor the study d heart deease 

Screening technology far detecting hearr® daflctendes to newborn babies 
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Matter micmeateVte 


TECHNOLOGICAL ACHIEVEMENT • by Andrew Baxter 

Plenty left to celebrate 


While the number 
of winners has 
fallen, the quality 
of products is 
encouraging 

As each year goes by. the 
aura of exclusivity surround- 
ing the technology awards 
seems to intensify. In quan- 
tify terms, this has not been 
a vintage year, but there is 
plenty for the dwindling 
band of winners to celebrate. 

Only five years ago, when 
environmental awards were 
stripped out for the first 
time to create a separate cat- 
egory, there were 25 technol- 
ogy award winners from 352 
applications. This time, just 
14 out of 207 applicants have 
caught the judges' eyes. 

It is risky to draw conclu- 
sions about the condition of 
corporate OK's technological 
base - or of the award 
organisers’ marketing efforts 

- from these figures. The 
number of winners has been 
drifting downwards over the 
past five years, as has the 
quantify of applicants, but 
the success rate (winners as 
a percentage of applicants) 
has stayed at about 6-7 per 
cent 

Encouragingly, four of this 
year’s winners have never 
won a Queen’s Award of any 
type before, and two bave 
won at their first attempt A 
further four winners are 
“current’’ holders, which 
means they have achieved 
an award over the past five 
years. As ever, companies 
large an d small are included 

- three of the winners have 
fewer than 50 employees, 
a ufl nin e have fewer than 
200 . 

Pride of place, perhaps, 
should go to Rolls-Royce's 
“treble". Apart from its tech- 
nology award, two other 
parts of the group’s aero- 
space business picked up an 
export and an environmental 

award between them. The 
technology award was for 
innovations in the turbines 
of the Trent 892. latest mem- 
ber of the Trent 800 aeroen- 
gine family. 

These innovations allow 
increased power, so that 


RoBs-Royce’a Ttart 800 aero-engfne: ft wfcw for innovations to the turbines of the Trent 892 


short, high-altitude runways 
can be used on hot days, 
increased efficiency to max- 
imise range and payload, 
and Hig h reliability to permit 
twin-engined flight across 
oceans at entry into service. 

The Trent 800 was 
designed for the Boeing 777. 
as was the innovation 
behind another award, the 
Electrical Load Management 
System from Smiths Indus- 
tries Aerospace. The result 
of a three-year, £40m devel- 
opment programme. ELMS is 
an integrated power manage- 
ment system which controls 
and distributes power 
thro u ghout the aircraft, cov- 
ering functions ranging from 
galley ovens to engine fuel 
supply. . • . 

The first integrated system 
of its type, it eliminates 
more than 13 miles of wiring 
and a large number of sepa- 
rate components and circuit 
cards, halving weight and 
volume and. increasing 
systems reliability by more. 
than 30 per cent 

A “double” winner - for 
export and technology 
achievement - was Seos Dis- 
plays. The privately-owned 
West Sussex-based company, 
with about 130 employees in 
flie UK and US, mates visual 
display systems, primarily 
for research and tr ain ing 
simulators used in the aero- 


space and transport sectors- 

The latest accolades stem 
from an initiative- - 
launched in 1995. when the 
company won its previous 
export award - to continue 
aggressive, export-led 
growth strategy through 
investment in RAD. but shift 
from making lower-cost vari- 
ants of available products to 
becoming a world leader in 
its chosen field, introducing 
technological innovations 
regularly. 

The award is far the devel- 
opment of the core technolo- 
gies common to two multi- 
projector wide field-of-view 
display systems launched 
since 1995. One, Prodas, pro- 
jects reel Images, while Pan- 
orama uses large collimating 
mirrors to project virtual 
Images (colUmation aligns 
the display with the user's 
line of sight). 

An important element is 
the use of digital technology 
to improve geometric correc- 
tion of images, and enhance 
the blending and colour 
matching of adjacent proj- 
ected channels. 

These awards would not 
be complete without some 
health-related winners, 
although there are fewer this 
year t~b«*n normal. Hatfield- 
based Otodynamics and the 
Institute of Laryngology and 
Otology at University Col- 


A different kind 
of Net dividend 

The new-look FT.com 

Thp streamlined design of the new-look FT.com speeds you to news. 

i - real-time market data and a wealth of other information, 

analysis, ne more time on the decisions that matter. 

Make the decision to enter April's FT.com Challenge and you could win 
British Airways flights or a Psion hand-held computer. 

frr.com: where information becomes intelligence 



THE QUEEN’S AWARDS FOR INDUSTRY 1998 
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ENVIRONMENTAL ACHIEVEMENT » by Leyla Boulton 

Green at the margins 



Winners show 
that making 
money and caring 
for the planet are 
not incompatible 

While . the possibility of 
making money at the same 
rima as Helping tha environ- 
ment may sound too good to 
be true, a number of compa- 
nies that bave won the 
Queen’s Environmental 
Awards this year prove that 
it can be done. 

Pflkington, the Merseyside 
glass manufacturer with 
35,300 employees, has won 
an award for developing 
technology which reduces 
pollution and cuts the costs 
of melting glass. 

But PUkington’B secret is 
not the preserve of large 
companies alone. Energy 
Technology & Control, an 
East Sussex company - with 
only 16 employees - received 
an award for a system reduc- 
ing OTnigginrig and costs by 
controlling electronically the 
amount of fuel and air 
pumped into combustion 
boilers. Terry West, sales 
manager at Energy Technol- 
ogy & Control, says the com- 
pany’s system for dosing the 
ratio of fuel to air to minim- 
ise waste and air pollution 
delivers both financial and 
environmental gains 

“A lot of companies want 
to be seen to be green bnt 
see no financial payback. 
With this there is a payback 
so they are encouraged to 
put it in." he says. Costing 
£1,000 to £2,000 per unit the 
electronic system “will sell 
wherever energy costs are 
high because of the fuel sav- 
ing it offers" 

lt has found clients in a 
range of sectors in the UK 
and abroad, ranging from 
bre we ries and chemicals to 



Pndngton has developed technology reducing pollution and outHng toft costs o* molting gloss 


paper wills and hospitals- 

Energy Technology & Con- 
trol, says it is “just in the 
black”. Hag annual galas of 
£lm. While the company's 
markets include not only 
“green” markets such as 
Scandinavia. Germany and 
Japan, hut also Hong Kong 
and Malaysia, it aims to 
expand its overseas sales. 

Kelly Bimbeck, of Busi- 
ness in the Environment a 
non-profit organisation that 
aims to encourage greater 
environmental awareness 
among business, says that a 
big obstacle to smaller com- 
panies developing green 
technologies is a lack of 
finance. 

Energy Technology & Con- 
trol - which emerged as an 
independent company after a 
management buy-out 10 
years ago - was fortunate in 
this respect. A grant from 
the Department of Trade and. 
Industry and the existence of 
a potential buyer for the 
product provided ample 
encouragement to develop 
its new process. 

The government is encour- 


aging companies to embrace 
the simultaneous reduction 
of their raw materials con- 
sumption and their emis- 
sions of polluting discharges. 
It is an idea that companies 
are wanning to, particularly 
if they can identify financial 
benefits in the process. 

Dubbed “eco-efflciency” by 
Stephan Schmidheiny, the 
“green” billionaire, this pro- 
cess is seen as killing two 
birds with one stone: meet- 
ing environmental standards 
while cutting costs. The 
stricter the environmental 
regulations, the greater the 
commercial benefits to be 
derived from going green. 

Derek Norman, director of 
environmental affairs at 
Pilkington, describes the 
company’s 3R Clean Air Pro- 
cess as the best available 
technique for meeting likely 
new integrated Pollution 
and Prevention regulations 
from the European Union. 

If tough standards are 
devised for the glass indus- 
try, Mr Norman expects 3R 
to emerge as a clear favour- 
ite over the rival Phfenix pro- 


cess developed by St Gobaln, 
the French glass-maker. 

A race towards greater 
“eco-efficiency” is also in 
evidence in the other two 
products that have won the 
Queen's “green” award. 

One of these is a new com- 
bustion chamber from the 
aerospace arm of 
Rolls-Royce, allowing aero- 
plane engines to cut pollu- 
ting graigqio TiH while carry- 
ing more passengers. 

The company says that the 
new combustion chamber, 
which can be retrofitted to 
some existing engines, wifi 
enable a new generation of 
aircraft comfortably to meet 
emerging new EU air pollu- 
tion and noise standards. 

Again demonstrating the 
innovative potential of small 
businesses, Euro Chemical 
Control, with 44 employees, 
won an award far its com- 
puterised system enabling 
film processors to re-use the 
chemicals used in develop- 
ing film. This economises on 
both the use Of the ehemiffal 
and the discharge of polluted 
water from it 


PROFILE 
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lege London Medical School 
e a ch gain an award for an 
Important development in 
hearing test technologies for 
babies. 

Ten years of collaboration 
between the two winners 
have gone into developing 
the echo test technique, 
invented by UCL's Professor 
David Kemp, into a small 
instrument that can be osed 
easily by doctors and nurses. 

Ny corned Amersham’s 
imaging division, mean- 
while. gets the accolade for 
Myoview, a diagnostic agent 
used to identify heart dis- 
ease. Myoview is a radi- 
opharmaceutical imaging 
agent, in which gamma-emit- 
ting 1 radio-isotopes with a 
short-half life are attached to 
biological molecules or carri- 
ers, and then detected with a 
gamma camera to produce 
an image. To provide infor- 
mation on the function of 
heart muscle, which is vital 
for decisions on treatment, 
the thafilmn-201 radio-iso- 
tope has bene used since the 
1970s, but Myoview uses 
fechnetiom-99m, which gives 
a better image with a lower 
radiation dose. The chal- 
lenge was to identify the 
right molecular carrier, and 
the result is quicker comple- 
tion of heart studies in a 
field where early, accurate 
diagnosis is essential. 


www.FT.com 


The independent view 


The Queen’s Award to the 
international energy and 
projects division of J Henry 
Schroder & Co, the UK mer- 
chant hanking subsidiary of 
Schraders; is one to the eye 
for “one-stop shopping," a 
contested concept among 
investment bankers. 

Schraders won the award 
for exports because earn- 
ings from its main markets 
to Asia, Latin America, the 
Caribbean and the Middle 
East nearly trebled between 
1994 and 1996. 

The central premise of 
the Schraders unit’s role as 
adviser to governments, 
bidders, trade buyers and 
contractors in privatisa- 
tions and privately financed 
projects is its independence. 
Unlike integrated rivals, 
Schraders takes no other 
role in its deals, either as 
lender or equity investor. 

“As long as we can per- 
suade customers of the mer- 
its of independent advice, 
we’re at an advantage 
because most of our com- 
petitors are lenders.” says 
John Burnham, head of pro- 
jects and privatisations 
since January 1997. 


This single mindedness 
has enabled Schraders to 
keep its head when conrpet- 
rtors’ appetite for the fray 
wanes. Many rivals appear 
to be driven, primarily by 
the desire to supply equity 
to investors or to pump np 
their lending. This can 
leave them open to the sus- 
picion that advice is only 
the bait grudgingly offered 
to entice a bigger catch. 

Schraders also has a 
breadth of products and 
geographical exposure 
allowing it to view events 
in south-east Aria, one of 
its main markets for project 
finance, with equanimity. 
“It all continues apace," Mr 
Burnham says, although 
the mix of business has 
changed. “It’s only a flip 
from projects to privatisa- 
tions and restructuring.'” 
Moreover, he says, 
although projects to Malay- 
sia, Indonesia and South 
Korea have been badly 
affected, those in other 
Asian countries have not. 

From 1994 to 1996, it 
advised on the privatisation 
of the Hungarian electricity 
industry, and on project fin- 


ancing for the air cargo ter- 
minal at Hong Kong’s new 
Chek Lap Kbk airport In 
Malaysia, it advised on fin- 
ancing for the world's larg- 
est greenfield container ter- 
minal to Johor state and on 
water privatisation to the 
state of Selangor. 

Schraders export success 
is built, to part, on its expe- 
rience in the UK, both in 
project finance and privati- 
sations. Founded in 1972, 
four years before Mr Burn- 
ham joined it the division 
initially focused on finance 
for ofl and gas and mining 
projects. As private capital 
began to be used for infra- 
structure projects, it 
advised the UK government 
on the Channel Tunnel and 
the Queen Elizabeth H 
bridge at Dartford. 

Outside the UK, an early 
deal was advising the con- 
tractor on the construction 
of private power stations to 
Hong Kong fn the late 
1970s. It later advised the 
Hong Kong government on 
construction of the second 
cross-harbour tunnel. 

Schraders had a role to 
many UK privatisations. 


advising the government on 
the sale of the water indus- 
try and states in Cable & 
Wireless and Associated 
British Ports. It advised 
BAA when the airports 
operator was sold. 

Hie UK’s pioneering role 
gave Schraders and other | 
British banks a head start 
on privatisa tion s elsewhere, i 
"You have to adapt There I 
were lessons to learn from 
the British experience, but 
not everything was per- 1 
feet," admits Mr Burnham. 

League tables are not 
especially reliable in the 
private finance sector, since 
they measure the number of 
mandates rather than 
advisers’ hit rate, a better 
financial benchmark since 
success fees are usually 
much larger than retainers. 

Schroders has ranked sec- 
ond to global rankings in 
the past three years, even 
though it takes a selective 
approach. Mr Burnham 
says: “We concentrate on 
big and complicated deals. 
That's where we believe we 
can add value.” 

Clay Harris 


Vt A United News & Media company 


Visual Communications Group, the UK's leading 
gobal distributor of photographic images, Is 
delighted to receive the Queen’s Award for Expert 
Achievement for the second time In three years. 
We would Dke to thank all who have contributed 
to this success. 


PRI6EE IMERNATIONAE LIMITED 


Stockist muf ‘Exporter 
of Automotive Components 
is pkosed and honoured to Have gained 
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BUSINESS BOOK AWARDS 


The financial Tfrnes, 
Booz-Aften & Hamilton Global 
Business Book Awards 


Twenty- three boaks pubfiahed h .1997 havo . 
been selected as flnefets in five main 
categories for these awards. The flnatets in 
each category are shown on the right. The 
winner of each category receives a $5,000 
atfard and Isa cortandar for ihe grand prize, . 
the Best Business Boole Award, which carries . 
w% Ran additional $10*000 prize. The winners 
of these awards - pda a Judges' Prize, lb. be 
awarded at the judges' dbenstian. to one of ■ 
the most influential business books of al 
time- wtt be announced at a ceremony in ■ 
Now Yoric on May 20. The results will be . 
pubBehad fci the Hn en c W Tlmee on' May it. ~ 

Wfamers of two spe cial prizes I- 

Twoacfditkjnal prize winners have aJrBady 
been selected. The Lex Prize ($ 5 , 000 ) has 
bom awarded by the Financial" Times for the 
best business history pubfished irrl 907; arid 
the Edwin G. Booz Prize ($5,000) has been 
awarded by Boaz-Aflen & Hamilton for the : 
most InsIghtftA hnovaflwft ma n a gement book - 
published to 1997. ’ 

Tire Lax Prize 

Thta has been won by Rfch Desserts smd 
Captain’s Thin by Margaret Foretar (Chatto & 
Windus). "The book charts the riae over 1 00 
years of a small 19th-century family bteaitA ' 
making company in the North of England that 
became Carr & Co, the International company. , 

TheEdwbi G, Boat Prize 
This has been won by The Living Company by 
Arte de Gaus (HBSP/Ntttotas Braafey 
PubtoWng). The book describes how the key 
to corporate tong He is for the company to be 
aThring entity” rather than merely an 
economic enterprise. The author worked for • 
Royal DutcMBhfS In three continents over 38 
years. 

PattnrtafinBdlMtemflalteeatteaeantiwab - 
«Bk Mww.gbba.coei 
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Peter Marlin assesses the reasons why some business books 
stood out from the crowd last year - and why others did not 


It was the year when 
the internet finally 
made a big impres- 
sion on the world of business 
books; when executives were 
encouraged to think of them- 
selves as dummies; and 
when two now weD -worked 
themes, leadership and strat- 
egy, staged an astonishing 
revival - in numbers if not 
in quality. 

Helping to assess the 
entrants for the Financial 
Times/ Boo z- Allen Global 
Business Bode Award Is an 
exacting task. So many 


books, so little insight Yet 
amid a host of roatine 
works, some stand out as 
the shortlist demonstrates. 

The shortlisted books 
achieve their success by 
exploiting well-established 
genres: there are few works 
that break away from the 
now-traditional recipe of 
concepts, case studies, 
advice. Even a book as reso- 
lutely cutting-edge as Secrets 
of Successful Websites (David 
Siegel, Macmillan Computer 
Publishing) is buttressed by 
a host of case studies of an 


entirely conventional type. 

There is a clutch of other 
internet books, but only one 
of them made the shortlist: 
Webcmomics (Evan Schwartz, 
Broadway Books). It comes 
closer than any other book 
to capturing the implications 
for business of mass access 
to electronic networks, 
though Net Gain (John 
Hagel and Arthur Arm- 
strong, Harvard Business 
School Press) also makes a 
brave attempt. Two other 
internet books entered for 
the awards - The Death of 


Distance by Frances Cairn- 
cross (Harvard Business 
School Press) and Release 2.0 
by Esther Dyson (Broadway 
Books) - are more general 
purpose guides than specific 
business texts. But, thon gh 
the definitive business-on- 
the-mtemet book is still to 
came, the quality of insights 
offered by all these works is 
a considerable step ahead of 
what was available only a 
year ago. 

On a more offbeat note, 
the entries included two of 
the Dummies series - Con- 
sulting and Business Plans. 
If you bate the breezy tone 
of the computer book series. 


in which this format was 
pioneered, you will hate it 
even mare in a business con- 
text But style apart Busi- 
ness Plans for Dummies - 
which made It through to 
the shortlist - is a solid 
offering. One business expert 
who read it said that most 
big-company bosses would 
benefit . from it “The book 
makes it dear that a busi- 
ness plan is not just a bud- 
get” That is something too 
few executives realise. 

But a snappy title is not 
enough to push a book an to 
the shortlist Some memora- 
ble but unsuccessful offer- 
ings include All I Really 


Need to Know in Business I 
Learned at Microsoft, Do 
Lunch or Be Lunch, and, in a. 
class of its own fair bathos. 
The Piff That Flea: The Bat- 
tle to Privatise Canadian 
National 

Judging of the shortlisted, 
entries takes place over the 
next month by an indepen- 
dent jury chaired by Don 
Perkins, former chairman 
and chief executive of Jewel 
Companies. Two special 
prizes have alrieady been 
awarded, at a ceremony in 
T ^nririnn l a«rf night the FT’S 
own Lex prize; and the 
Edwin G Booz prize awarded 
by Booz-AHen. & Hamilton. 


The Lex prize, awarded for 
the best work of business 
history, goes this year to a 
mwii gem: Rich Desserts and 
Captain's Thin by the 
well-known English novelist 
Margaret Forster (Chatto 
and Windus). She grew up in 
Carlisle, and tells the tale of 
. a Quaker family firm that 
became cine of the city's 
. main employers with grace 
and style. 

The Booz prize, given to 
' the year’s most Innovative 
and insightful management 
book, is awarded to The 
living Company by Arie de 
Geus (published by Harvard 
Business School Press in the 


US and Nicholas Brealey 
publishing in the UK). Mr de 
Geus spent 38 years with 
Shell, including a period as 
head of planning. Unlike so 
many other business 
authors, he cannot be 
accused of lacking either 
real-world experience or 
o riginality : his book draws, 
both on the lessons of a life-' 
time and on a string of pow- 
erful biological metaphors. 

To order copies of any of 
these books contact FT Book- 
shop by ringin g FreeCall 0500 
500 6S5 (UK) or +44 181 324 
5511 (outside the UK). Free 
p&p in UK 


WHERE ARE THIS YEAR’S BEST IDEAS IN BUSINESS? 


Were getting closer . . . 



Please join the Financial Timer and Boo*. Alien & Hamilton in congratulating 
the authors anil publishers whose hoots have received special awards or been shortlisted in the 
1997 Financial Times/ Booz- Allen & Hamilton Global Business Booh Awards. 

In New Yorfc, on 20 May 1996, we will proclaim the winners of the five 
first-round categories and the Best Business Booh of 1997. 
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Appeal over 
state aid lost 


LAW & PEOPLE 



European 

court 


The European Court of 
Justice has clarified the 
duties of the European Com- 
mission when, examining 
complaints about state aid. 

The case arose out of the- 
creation by the French post 
office of a commercial sub- 
sidiary to. provide security 
services, such as the secure 
transport of money, the pro- 
vision of care taking, protec- 
tion and surveillance. 

The subsidiary, Sficuripogt 
SA, operated in competition 
with other security compa- 
nies and in September 1389 
several competitors asked 
the Commission to investi- 
gate under the state aid 
rules of the Treaty of Rome. 

In February 1992, the Com- 
mission adopted a decision 
that there had been no grant 
of state aid. But after two 
competitors, Sytraval and 
Brink's France SARL, 
sought to challenge that 
decision before the European 
Court, it was withdrawn. 

In December 1993. after 
further submissions and 
inquiries, the Commission 
declared that it had decided 
no state aid existed. 

The complainants brought 
an action for annulment of 
the decision in the European 
Court of First Instance, 
which duly annulled in Sep- 
tember 1995. It ruled that the 
reasons stated for the deci- 
sion did not bear out the 
Commission's conclusion 
that the measures were not 
state aid. 

The Commission appealed 
to the European Court of 
Justice, and France, Ger- 
many. Spain and the Nether- 
lands supported the appeal 

The Commission argued 
there had been an incorrect 
assessment of its obligations 
to state reasons and to inves- 
tigate complaints. The Court 
agreed with the Commission 
that it was under no obliga- 
tion to conduct an exchange 
of views with a complainant 
It was required merely to 
give notice to the parties to 
submit their comments. 


The Court also overruled 
the finding of the' Court of 
first Instance that the. Cona- 


tion to examine, of its own 
motion, objections that the 
complainant would certainly 
have - raised bad it been 
given the opp or t uni ty. Thai 
was not an appropriate crite- 
rion for defining thescopeof 

the Commission 's obligation 

r of investigation, but 1 the 
Commission was required to 
conduct - a diligent and 
impartial examination that 
might require it to examine 
matters not expressly, raised 
by the romplainants. 

The Commission’s obliga- 
tion to state reasons had to' 
be appropriate to the act at 
issue and had to disclose 
clearly the reasoning fol- 
lowed. . • 

The Commission also at 
least bad to provide the com- 
plainants with an adequate 
explanation of why the facts 
and points of law put foi> 
ward by them bad failed to 
demonstrate the existence of 
state aid. 

Inadequate reasoning and 
manifest error of assessment 
were distinct pleas and only 
the former had to be raised 
by the two European Courts 
of their own motion. Certain 
of the criticisms of the con- 
tested decision that were 
upheld in. the Court of First 
Instance's judgment could 
not be based' on a breach of 
the obligation to provide a 
statement of reasons. 

However, the Court con- 
cluded. that some of the 
grounds on which the Court 
of First Instance had held 
there was a breach of the 
obligation to provide a state- 
ment of reasons were justi- 
fied. 

Therefore, although the 
pleas put forward by ' the 
Commission in support of its 
appeal were upheld' in part, 
there were still deficiencies 
in reasoning sufficient to 
justify annulmpnt: of the con- 
tested decision. Conse- 
quently, the appeal was dis- 
missed in its entirety. 

C*367}95 P: Commission and 
France, ECJFC, April 2 1998. 

BRICK COtJRT CHAMBERS, 
BRUSSELS 



PEOPLE ON THE MOVE 


Baroness 
to chair 
British 
Council 


Helena Kennedy, the BJante 

lawyer and human rights 
activist, has been appointed 
to chair me. British Council, 
chiefly hi order to give a more 
modern image and higher 
domestic profile to the 
organisation’s far-flung 
cultural and development 
activities. 

Baroness Kennedy befeves 

the selection of her to 
succeed Sir Martin Jacomb, 
an Investment banker, also 
complements last year's 
appointment of Dr David 
Drewry, a scientist, to the 
fufl-time job of the council's 
director-general, because “I 
have more of an arts 
background". She already 
presides over the London 
International Festival of 
Theatre. 

The difficulty for the British 
Council is that what It does is 
largely invisible to people In 
Britain, so that Its value has 
not been sufficiently 
acclaimed, ‘ says Baroness 
Kennedy, who as a frequent 


broadcaster and journalist ® 

in a position to help put right 
this lack of pubflcity at home. 

Her appointment is likely to 
reinforce the council’s role In 
the government's drive to 
“re-farand" the image of 
Britain which, in her words, "is 
no longer of men of a 
particular (social] class'. 

The impact of the baroness, 
who gained her peerage last 
year. Is Erkely to be most felt In 
the human rights work of the 
council, which arranges 
exchanges of lawyers with 

foreign countries. 

Indeed Baroness Kennedy's 
first experiences of the council 
were legal work In Germany 
for two months and then as a 
member of Hs law advisory 
committee. "Our way of 
operating is very different 
now." she says. "The notion 
of Britain introducing 
developing countries to ideas 
[on political and human rights] 
is okt-isshioned." 

Nevertheless, she says 
"Britain has developed 
considerable expertise on 
human rights, and we have 
now introduced a bOI of rights 
ourselves" with the 
incorporation into British law 
of the European human ri g h t s 
convention. 

She dismisses the concern 


of some In the council that the 
organisation, which has a 
£430m ($71 8m) annual 
turnover, 6,000 staff and 
offices In 109 coiffriries, Is 
being pulled fn different 
directions by its profitable 
English language teaching, 
exchange programmes, 
development aid supervision 
and nornsommercial cultural 
promotion. 

“Bringing together some 
very entrepreneurial, very 
profitable activities such as 

teaching, with the public 
service ethos for which Britain 
is famous is part of what the 
[Blairite] third way' Is all 
about," she says, with a 


slightly ironic laugh. 

David Buchan. London 

AOL appoints 
Cookson 

AOL Europe, the joint venture 
between American Online, the 
internet service provider, and 
Bertelsmann, the German 
publisher, this week appointed 
a chief executive for rts 
Australian operation. 

The appointment of John 
Cookson comes just weeks 
before the company begins 
final testing for its service in 
Australia. 

AOL plans to spend about 



we 

make 


Baroness Kennedy: wil use her experience of human rights work 


A$28m ($18.7m) on Hs launch 
in the fledgling market, which 
analysts say Is primed for 
growth of 60 per cent this 
year in terms of subscriber 
numbers. Qzfinaii, the 
country’s leading internet 
service provider, recently 
reported growth in its own 
subscriber list from 106,000 at 
the end of 1996 to 168,000 at 
the end of last year. Sean 
Howard, the company 
founder, forecast that usage 
per subscriber could climb by 
as much as 4 per cent or 5 
per cent a month. 

AOL, one of the biggest 
online service providers with 
13m users worldwide. Is 
tipped to dominate the 
Australian market within three 
years. It can already count on 
a database of 650,000 
potential Australian 
subscribers through its Qnks 
with the Bertelsmann-owned 
Doubleday book and music 
dub. 

Cookson, 44, was 
previously at Wait Disney, 
where he was a product 
marketing executive for most 
of Ns 13 years at the US 
media and entertainment 
group. Before that, he was 
with Australian retailers David 
Jones and Woolworths. 

He takes over from Lynefl 


Cameron, who was sent to 
Australia from the US last 
October to set up the 
operation and who wfll remain 
for a while as chief operating 
officer. 

AOL says ft is still on target 
to launch Its Australian 
internet service by the end of 
this year, after just completing 
the so-called lalpham tests on 
Its network. 

Content for Hs Australian 
service will be taken from AOL 
operations around the world 
and mixed with specifically 
domestic information and 
services, such as news and 
weather. Jack Davies, AOL's 
international president, said: 
■As the biggest market in the 
Asia-Pacific region outside of 
Japan, Australia is a key part 
of AOL's International 
expansion strategy/ 

David Harley, chief 
executive of Doubleday in 
Australia, wiU represent 
BertiesmaiY) and also joins 
the management board. 

Mark Mulligan. Sydney 
• Patrick Cheung has joined 
the Lazard banking group as 
chief executive responsible for 
Its investment activities in 
Asia. Cheung was president 
and chief operating officer of 
Pacific Century Regional 
Developments. 


MOVING PLACES 


• Spanish soft drinks firm 
LA CASERA has appointed 
Antonio Cartia de Bias 
director-general. He was 
president of the US-owned 
affiliate Nabisco Iberia. 

• ARGO CHEMICAL has 
named Marvin Schlanger 
president and chief executive, 
with effect from May 14. 
Schlanger replaces Alan 
Hirslg, 58, who wiB retire as 
president and chief executive, 
but wffl remain vice-chairman. 
Schlanger, 49, was Arco's 
chief operating officer and 
executive vice-president 

• SAGE INTERNATIONAL, 
the executive search firm to 
the investment banking and 
asset management 
community, has appointed Sir- 
Michael Jenkins as a senior 
advfser. Sir Michael is 
vice-chairman of Dresdner 
KNnwort Benson and focuses 
particularly on investment 
banking activities in western 


and eastern Europe as well as 
in Russia. 

• BRITISH AEROSPACE 
NORTH AMERICA has 
announced the appointment 
of Randafl Carts as 
vice-president, weapons 
platforms. His responsibilities 
will cover the gamut of 
platforms for weapons 
systems including air, tend, 
and sea applications. Before 
this appointment Catts was 
the manager, foreign 
comparative testing program, 
test and evaluation 
organisation, office of the 
Under Secretary of Defence 
for acquisition and 
technology. He retired from 
the US Army as a colonel last 
January after 26 years' 
service. 

• BARCLAYS CAPITAL 
JAPAN has announced that 
Patrick Lin has been 
appointed president and chief 
executive. Un succeeds 


Andrew Simmon ds, who will 
return to a senior Barclays 
Group position in London. Lin 
was previously managing 
director of Barclays Capital, a 
position he held since joining 
the Barclays Group in August 
1996. Barclays Capital Japan 
has also announced the 
appointments of Yoshimichi 
Yamaguchi as branch 
manager, and Michael Trust 
as chief administration officer. 
Henry Fajemirokun has been 
appointed managing director 
and head of derivatives for 
Barclays Capital Japan. He 
joins from Bankers Trust in 
Hong Kong, where he ran the 
south-east Asian derivatives 
operation. 

• RABOBANK 
INTERNATIONAL, the 
international corporate and 
investment banking arm of the 
Dutch co-operative Rabobank 
Group, has appointed Paul 
Desiandes managing director 


and head of equity trading at 
its equity brokerage grotp in 
London. He was previously 
head of European Trading for 
the investment banking arm of 
Union Bank of Switzerland. 
Paul Simpson has been hired 
from UBS as head of Equity 
Arbitrage Trading, in addition, 
Rabobank International hired 
Paul Hammond, the former 
head of UK equities sales and 
trading at Morgan Stanley 
International, as managing 
director and head of equity 
distribution. 

• Jacques Van Rymenant, 
head of corporate banking 
department, BANQUE 
BRUXELLES LAMBERT, has 
been elected to the board of 
directors of S-W.I.F.T, the 
bank-owned global financial 
messaging provider. Van 
Rymenant replaces Roger 
Dawans, who has retired. 

Da wans has been a board 
representative for 


Belgium since 1987. 

• PICTET & GIE. the biggest 
of Switzerland’s 16 private 
bankers, has appointed two 
new partners: Jeen-Ranoois 
Demole, 36, and Renaud de 
Plants. 34. Pictet & Cie's 
managing partnership has 
now risen from six to eight In 
number. Demote joined Pictet 
& Cfe In 1991 on the private 
asset management side. From 
1994, as chief executive of 
Pictet (Canada), he ran the 
Pictet Group's business 
operations in North America. 
Since returning to Geneva last 
auhxnn, he has been In 
charge of total wealth 
management services. De 
Planta Joins from UBS, having 
just been appointed as the 
head of equity .derivatives for 
the whole of the new UBS 
Warburg Dillon Reed 
investment bank. 

• BCE has appointed Alain 
Gourd president and chief 


executive of Bed Satellite 
Services, a new division 
formed to develop BCE’s 
satellite services including 
Express Vu. Gourd wifi 
continue to serve as chairman 
of the board of ExprassVu, 
BCE’s direct-to-home satellite 
service launched last year. 
Most recently. Gourd was 
president and chief executive 
of CANCOM, a national 
distributor of satellite 
programming. 

• SALOMON SMfTH 
BARNEY has appointed Byron 
Gilliam vice-president and 
co-head of German equity 
cash tracing in Frankfurt. He 
joins from Ballmaier & Schultz. 

• SANTANDER 
INVESTMENT SECURRIES 
has appointed Raul Elizalde as 
global head of fixed-income 
research. Elizalde was the 
global fixed- income strategist 
and head of quantitive 
research at 1NG. 
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Avoid system 
downtimes. . . 


YourDPnetworkhas become rheMoodrfy^ 

organization. Its performance stands and feHs with 


-ouble have to be laemmea 
in order to prevent serious 
consequences. Butthis 
penalized expertise and i 
inn Effort and expense ti 


on- 



with our operational 
services ... 


The better option is to putthe responsibility in 
the hands of the specialists from Siemens 
Nixdorf. Because they're experienced in auto- 
mated, preventive remote or on-site problem 
identification and resolution. They intervene 
before tiie network ever goes down, while 
also taking all of the other system-related tasks 
off your hands: From end-user support to 
software and data management to complete 
administration of your ff operations. 



for information technology 
without the thorns. 


So you can concentrate on the challenges of £ 

your market and leave the support of your § 

systems and networks to Siemens Nixdorf I 

IT Service. Our specialists have the cross- § 

vendor know-how that's needed to offer you f 

custom-tailored service for greater efficiency. | 

To assure you information technology with- | 

outthe thorns. For more information, simply I 

faxthis ad to us at +49-89-636-45579. Don't £ 

forget to add your name and address! s 


Siemens Nixdorf: User Centered Computing 
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We uti (his service JAL’ s Executive Class Seasons. 

It tvas created from the understanding that frequent 
long-haul business passengers appreciate a regular 
change to their environment 

So, taking this into consideration we change the 
interior cabin decor and the m-flight menus every three 
months to reflect the seasons. It might not seem like a 
big deal, but when you’ve got everything else right, it's 
the little things that make all the difference. 

For flight bookings or more information call your 
local JAL office or contact your travd agent 
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HEALTH WOUND CARE 


Healing powers 
of artificial skin 
and live maggots 




Significant advances are being made in 
the clinical - and cosmetic - treatment of 
scarred tissue. Tatum Anderson reports 



A strip of silicone gel 
i' tbat went on sale last 
month is set to bring 
new hope to people with 
scars. Smith & Nephew, the 
UK healthcare company, 
says its Clca-Care strip can 
improve the appearance of 
red or raised scars that are 
up to 20 years old. 

For several years, hospi- 
tals have used tbe strips on 
patients with particularly 
severe bum scars. But doc- 
tors do not usually prescribe 
them for scars caused by 
procedures such as heart 

surgery and Caesarian sec- 
tions. because they are not 
medically serious. 

However, scars are often a 
source of distress, says Pat- 
ricia Price, a health psychol- 
ogist at the Wound Healing 
Research Centre in Cardiff. 
“Our society is obsessed 
with looking good. People 
with scars often have a poor 
self-image and suffer from a 
tarfc of confidence." 

The Cica-Care strip is just 
one of hundreds of products 
in the eva'-wldening field of 
wound care. Potential treat- 
ments range from artificial 
skin to maggot therapy. 

Scar research has been 
stepped up since the 1980s, 
following the discovery that 
an adult does not heal as 
efficiently as a foetus. Nor- 
mal adult skin contains a 
basket weave of elastic 
fibres made of collagen, a 
kind of structural protein, 
while scar tissue is made up 
of randomly deposited colla- 
gen. A foetus that is dam- 
aged in the first stage of 


development in the womb 
can heal without forming 
scars, because the repair pro- 
cess is more organised and 
controlled. Research is focus- 
ing’ on finding ways in which 
the body can be instructed to 
distribute collagen in a more 
orderly way. 

One particularly promis- 
ing method is an artificial 
two-layered s kin called 
Integra, from US-based Inte- 
gra LifeSdences. The mate- 
rial is incorpora t ed Into the 
wound and the bottom layer, 
made of a collagen matrix, is 
eaten by cells and rebuilt 
with the body's own colla- 


‘People with scars 
often have a poor 
self-image and 
suffer from a lack 
of confidence’ 


gen. The result is new skin, 
not scar tissue. 

Most approaches to wound 
treatment can broadly be 
classified Into one of these 
groups: 

• Chemistry. Research has 
shown that wounds can heal 
op to 50 per cent faster with, 
less scarring when kept 
moist, because cells that 
qHmnlatp healing nan move 
mare freely. This is contrary 
to popular belief that the 
best way for a wound to heal 
is to expose it to tbe air. 

Moisture wound healing is 


gradually makin g its way an 
to the market along with a 
growing Industry in 
“advanced wound dress- 
ings*'. which may one day 
make the humble bandage 
redundant 

Smith & Nephew has 
upgraded the common stick- 
ing plaster with its OpSite 
transparent wound dressing, 
which creates a moist envi- 
ronment by trapping the 
wound's Quid. 

The compression bandage, 
the mOSt f**rarnmi tT Patmont 
for chronic wounding, is also 
getting a new lease of life. 
Robinson Healthcare, 
an other UK co m pan y , intro- 
duced its Ultra Four four- 
layer bandage system at the 
end of last year. Designed for 
use on venous and leg 
ulcers, it compresses the leg 
muscles a nd veins to stimu- 
late blood circulation, and 
reduces the need for fre- 
quent dressing changes, 
which are often painf ul. 

Advanced wound dress- 
ings often use polymers or 

rhaing of molecules made 

from smaller building 
blocks. Naturally occurring 
polymers found in plants 
such as seaweed provide per- 
fect conditions for moist 
wound h wiling when incor- 
porated into dressings. 
Hydrocolloids, polymers 
made from rubbers, can 
absorb up to 10 tim«« Hrrir 
own weight in moisture. 

Gels made from poly- 
saccharides or simple sugars 
and polyurethane filing and 
foams form part of a growing 
market. Researchers are 
looking into how to put anti- 
bacterial substances such as 
zinc and silver into grin 
• Technology 

Hyperbaric oxygen or 



On the mend: the Cica-Care strip uses sficone gal to improve the appearance of scare, old and new 


treatment with decompres- 
sion chambers is commonly 
used for divers with the 
bends. But diabetic ulcer 
patients also seem to 
respond to high concentra- 
tions of oxygen, which is 
thought to stimulate heal- 
ing. 

Ultrasound is also thought 
to encourage healing, partic- 
ularly in diabetic sores, but 
the process is not yet fUELy 
understood. Trials in this 
area are limited, but there 
have been encouraging 
results. Curasanic, a Swed- 
ish company, says its ultra- 
sonic bath has stimulated 
diabetic u fegr heeling . 

• Natural methods 

Maggot Debridement Ther- 
apy is the medical use of live 
maggots for cleaning non- 
healing wounds. The Surgi- 
cal Material Testing Labora- 
tory at Bridgend Hospital in 
Cardiff sells its sterile mag- 
gots to more than 400 hospi- 
tal depar t ments residen- 


tial homes in the UK, Swe- 
den and Germany. Steven 
Thomas, the director, says 
only six maggots are needed 
to stimulate healing in the 
average diabetic nicer. 

Elsewhere, researchers at 
the Japanese Ministry of 
Agriculture, Forestry and 
Fisheries have developed a 
silk protein film that pro- 
vides moist, clean conditions 
for h paling The film acts 
like a protective skin and 
prev e n ts bacteria from enter- 
ing the wound. 

• Helping nature 

Wound care has tradition- 
ally focused on providing tbe 
best conditions for healing 
and than leaving nature to 
do the rest Innovative Tech- 
nologies, the UK company, is 
one of a number trying to 
find ways to deliver the pro- 
teins that switch on the 
repair mechanism. 

These- growth factors 
-cause the cells to divide and 
regenerate tissue. It has 


TECHNOLOGY CAR HANDLING 


Benefits for fuel and ‘feel’ 


Geoff Naim on an affordable electric 
power steering system for small cars 


Attempts to develop 
electric power-as- 
sisted steering (Epas) 
for cars have often found- 
ered on poor steering “feel" 
and high costs. 

Thanks to advances in 
electronics. LucasVarity, the 
UK automotive and aero- 
space engineering group, 
says its Epas technology can 
now compete on price and 
performance with traditional 
hydraulic power steering 
and deliver fuel savings of 
up to 8 per cent 


Power steering is taken for 
granted in North America 
but in Europe it is not as 
widespread due to high fuel 
consumption and drawbacks 
in fitting hydraulic steering 
to smaller cars. 

LucasVarity says its Epas 
technology overcomes these 
disadvantages. Last month it 
struck a deal with TRW, the 
US vehicle components 
group, to develop and 
manufacture the system. A 
big European carmaker has 
signed a development 


contract that could see 
Epas buDt into a smaH car in 
2000. 

The Epas system was fit- 
ted three years ago on 
Rover’s MGF roadsters. 
According to Brendan 
Connor, managing director 
of the new joint venture, the 
system will be installed an 
other smaller cars, where it 
has clear advantages over 
hydraulic power steering, 
before being extended to 
larger vehicles. 

Tbe principal advantage of 
Epas is its lower fuel con- 
sumption compared with 
hydraulic steering. A 


hydraulic system requires a 
pump to rim continuo usly, 
draining power from the 
engine and increasing fuel 
consumption. Epas draws 
electric power from the bat- 
tery only when manoeu- 
vring, not when going 
straight ahead. 

By 2006, LucasVarity pre- 
dicts. all new cars in Europe 
will be fitted with Epas. 

Small high-volume cars 
are a tough market for 
introducing new technology 
because buyers are reluctant 
to pay a premium for tech- 
nology, says Mr Connor. 

So LucasVarity spent four 



On the road: Rover's MGF is fitted with the new steering system 


years developing its Epas 
system to bring the price 
down to that of a hydraulic 
system - about £100 - and 
offer similar steering “feel". 

Past attanpta to produce 
Epas often failed because 
they could not match the 
“smoothness" that drivers 
expect from hydraulic 
steering, Mr Connor says. 


The key to the Lucas- 
Varity system is a series of 
patented algorithms (mathe- 
matical processes) embedded 
in the software, which allow 
precise control over an elec- 
tric motor, and an opto- 
electronic sensor mounted 
behind the steering wheel 
that measures the force 
. applied by the driver. 


MY SECRET WEAPON GEOFF JJNW 1 N ON ENGLISH 

A language to unite 
our multicultural team 



Geoff Ortwin is the chief 
e xe cutive of Cop Gemini, the 
European information tech- 
nology consultancy, which 
employs more than 30.000 
people worldwide. 

He began his career in 1963 
as a chocolate taster for Cad- 
bury Schweppes. Five years 
later, he joined Hoskyns 
Group, a UK computer ser- 
vices company. In 1984, he 
became managing director of 
Hoskyns. which was acquired 
by Cap Gemini in 1990. 

People ask why this 
very French com- 
pany put a Brit in 
charge. My answer is 
that It was because I 
was different. I thought dif- 
ferently. Not better, just dif- 
ferently. When people think 
differently, it puts a different 
perspective on problems. We 
exploit that 

It is a very, very multi- 
cultural organisation. This 
diversity brings a lot to the 
company, in tbe early days, I 
spent a fair amount of time 
travelling, getting to under- 
stand people and gening 
some feeling for what is dif- 
ferent about the cultures. If 
one can factor that in. one 
can get more out of the 
team. The French involve 
themselves In much more 
analysts than the Brits. I 
remembe r a French manager 
making the classic comment: 

It will work in practice but 
what about the theory?". 

The very analytical 
approach does have some 
dangers. The danger is that 
you will believe what you 
write down. The best indica- 
tors are your eyes and ears. 

A German manufacturing 
company once asked me for 


our five-year plan. I just gig- 
gled. It is positively danger- 
ous to talk about five-year 
plans In this industry, which 

IS rhang in g all t he time. 

You have to be very flexi- 
ble. I have always found that 
the most powerful way of 
doing that is to operate in 
teams. Very often it will take 
braver decisions. Tilings can 
be executed faster provided 
tasks are allocated across 
the team. 

The analogy is with a pro- 
fessional football team. A lot 
of organisations operate like 
children playing football, 
with people lurching off to 
the right and left But people 
have to stay in position. You 
have to be able to trust them 
to do what they are meant to 
be doing. 

People need to be aware 
that you change the team 
regularly. In the first two 
years after I started, we 
changed 40 per cent of the 
top 150 people. It was done 
quietly. There was no blood 



on the floor. A 20 per cent.' 
change every 18 n yyntihK ts 
healthy. - • 

The organisation is grow- 
ing very strongly.. It is like 
climbing Everest. Some 
people wont make it to the 
next stage. Some have got 
tired in the climb. It is best 
to move them to another 
part of the field to rejuve- 
nate them. Some will leave. 

Long before l joined. Cap 
Gemini derided the* English 
was going to be the language 
of the company. It was a 
remarkable decision for a 
French company to make 
Even so, when I came Into 
this job I realised that a 
great deal of transactions 
would be in French. I bed 
rusty schoolboy French and 
I realised it would be impor- 
tant to speak it and under- 
stand it For 2% years, a 
French lady studying at the 
London School of Economics 
would come to my house at 
8 -30am and try to teach me. 

1 had a very highly edu- 
cated French mlndur as my 
operational assistant He 
would sit in a meeting and 
tell me what it was really 
about 

'When you are in a busi- 
ness meeting in a foreign 
language, you recognise just 
how difficult It is. abi gHgli 
speakers have a huge advan- 
tage, as international compa- 
nies increasingly adopt 
En glish as their 
business lan- 
guage. We take it 
for granted but ft 
is a national 
asset My secret 
weapon is English. 
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been found that by isolating 
and applying them to a 
wound in concentrated form, 
the healing process is 
stimulated. 

Johnson & Johnson’s 
research institute won the 
first US Food and Drug 
Administration approval for 
a growth factor gel in 
December last year. The 
Regranex gel is made from 
genetically engineered yeast 
cells that mimic human 
growth factors. 

Curative Technologies, 
also based in the US. has 
developed a growth factor 
treatment called Procnren, 
which is made from the 
patient's own blood. Willtom 
Telia, a vice-president at 
Curative, emphasises that a 
mixture of treatments, 
rather than a single agent. Is 
almost always used to cute 
wounds. - 

'-"V 

This is part of a contrmdtfy 
series on medical technology 
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SCULPTURE; HENRY M OORE AND NEAR CONTEMPORARIES 

mil ' t " ' ™ ' 7 • 

in 




Vffiffidm Packer on the 

birtijbf Modem Ism 

W» ifcp;^iea(IUy assume t hat 
iiaEprH.a't exhibitions .in the 
regfoas'.win come- eventually to 
Landpfirand. If they ctonV well, 
the^can’t "be that important. 
Sofflfthnjg of the same delus^on- 
ajgr.prtnaple bolds good far slze. 
IJ«t size isn't everything: a straw 
of fonr ; dtaet» pieces can. prove as 
memorable as any blockbuster. 

Conrng Mountains, now jin its 
last week in Cambridge, before 
going to Bexfcfll for Mfey.and 
June, proves the point Focused 
tippn the work of eight artists, Its 
subject is British sculpture in the 
38:jr^ after 1907 in which, in its 

S -distinctive , way , it came to 
a -with Modernism. But more 
that, it -calls into question 
certain^ assumptions that subse- 
quently became set as critical 
orthodoxy. 

The gospel according to Henry 
Moore is well enough known: “In 
the beginning was the stone, and 
the stone was the stone tjf sculp- 
ture, and I found it in the British 
Museum and revealed its truth to 
the world of art". It is, of course, 
not quite so simple. 

Moore was a great artist, but he 
was also overtly ambitious and 
assertive, to a degree that 
masked, perhaps, an inner insecu- 
rity. His early critical champions, 
such as Herbert Read and Ken- 
neth Clark, took Mm at his word. 
Now to set him, a young artist in 
1937 and still under 40. within the 
creative context which formed 
him, is to take nothing from his 
overall achievement 
What is revealed is a mutual 
influence that flickers about the 
work of this close group of artists 
like static electricity, everywhere 
at once. While Moore’s work 
remains the dominant presence, 
we see him here rather mare as 
the taker than the giver - and 
quite as much from his near con- 
temporaries. Skeaping, Dobson 


and HepwojrCu. .as from the 
slightly older; generation of 
Epstein, Gill and CanffiriruR rmslra 

Moore once - tbld me, shortly 
after Het^rth-’a . death -in: i975, 
that “I 

she taearJ* -Hera we jsee- it clearly 
wasn't; sq* : Her r small, ' carved 
‘ declining ltother-agure of-is{J4, far 
more than* -the- similar wpric by 
Moore of tbs same-date, isbyfar 
the closer anticipation of MbOBjte 
great post-war reclining monu- 
ments- She! was first to move , 
towards complete abstractfon-'She. 
was also a more refined carver; 
than Moore, which fa pa fo gift was 
doubtless .further polished by 

What is revealed is a 
mutual influence that 
flickers about the 
work of these artists 
like static electricity 

John leaping, her first inikiand 
whom she married in 1925 and 
who was the virtuoso carver of 
their generation. 

The critical recognition of 
Skeaping’s contribution, as both 
teacher and artist, is ftmrtamwitoi 
to any understanding of this 
period. His headless, kneeling 
woman of 1939. in richly flawed 
and golden marble, is both a cele- 
bration of material and, dawn her 
back especially, the subtlest possi- 
ble articulation of the form. 

Frank Dobson, too. is ripe for 
reconsideration. He was the 
bright yonng star of British sculp- 
ture in the early 1920s. Hi* sub- 
stantial family group, “The Maw 
Child" of 1921, a complexity of 
simple forms, shows him already 
deep into the tribal and ancient 
carving that Moore had yet to dis- 
cover in the British Museum, and 
openly in debt to the immediate 
examples of Epstein, Gill a-nfl Gau- 
dier. 


ft is In fixe work of these last 
three that the modem tradition in 
British sculpture has its origins 
Through the Frenchman, Gaudier 
(killed in action in 1915) and 
Epstein, ex-patriot American, the 
interest ti tribal art, direet carv- 
tog, p urity of form and the exam- 
ples of Brancusi and Mnrii gharri , 
reached London from Paris before 
the first wadd war. Here was the 
■injection of the decadent, aca- 
demic tradition, with its tricks of 
Simulation an rt rj qnfel Of Tnotpf jfl] 
Epstein declared: “I want to carve 
a: mountain". Gaudier set out the 
manifesto: “Sculptural energy is 
the mountain; sculptural fe el in g 
is the appreciation of masses in 
relation; sculptural ability is the 
defining of these maggaa by 
planes." 

And GfD, steeped in medieval 
art, articulated the principles of 
truth to material and the virtues 
of carving. “To imitate the charac- 
teristic beauty of flesh and blood 
in a material so different as yt-pnp 
is absurd in proportion to the suc- 
cess with which it is achieved... 
there is great beauty in the sculp- 
ture of Michelangelo, but it is not 
the beauty of stone . . . For stone 
carving properly speaking isn't 
just doing things in stone, a sort 
of petrifying process; stone carv- 
ing is conceiving thing s in stone 
»nd conceiving fh»m as made by 
carving*. • 

Such belief sustained a genera- 
tion of what the painter Gulley 
Jimson teasingly wrote off as 
“Chip and rhnnrg if* Ofl1 would 
soon be dead (1940); Epstein, 
Moore and Hepworth would soon 
take to modelling in clay. The 
importance of the figure as the 
central formal interest would 
lessen, and its emotional reso- 
nance fade. It is a poignant and 
rather beautiful moment 


Carving Mountains: Modern Stone 
Scotytm n England 1907 to '37. 
Kettle's Yard, Cambridge mffl April 
26. The De la Wart Pavffion, Bexhffl, 
from May 2 until Jane 28. 



First to move towards abstr a ct i on: Barbara Hapwortti’s figure of a woman, 1929-30 



Multi-faceted tour-de-force: Sinead Cusack 


Rhythm of life and death 


THEA T RE 

ALASTAJR MACAUL AY 

Oor lady or ago 
Cottestoe Theatre, London, SE1 

When we talk of a play's rhythm, we 
mean not solely the tempo at which its 
plot emerges or the pulse beating 
through its characters' speeches and 
dialogue. The deeper rhythm of a play 
depends on the pace and force with 
which its meanings arrive and explode 
in our heads while we follow it. I 
admire Our Lady of Sligo, the new play 
by Sebastian Barry, and am glad to 
have seen it. Nonetheless, at its premi- 
ere at tbe Cottesloe Theatre, I was not 
alone in finding it hard to keep my 
mind an it and this is partly due to a 
problem in its rhyt hm . 

Barry, an Irish playwright of unusu- 
ally poetic strength, is the author of 
The Steward of Christendom, interna- 
tionally acclaimed ever since its Royal 
Court Theatre Upstairs premiere in 
1995, as well as other plays during the 
last 10 years. The Steward of Christen- 
dom and Our Lady of Sbgo have much 
in common. The setting is a sickroom; 
tbe deathbed is central; flashbacks are 
frequent The protagonist is the dying 
character; much of the play involves 
bis (her soliloquies; other scenes 
involve key members of his/her family. 

In thin case, the deathbed is that of 
Mai: “fifty-three", (as Barry’s text 
describes her), “the ruins of a hand- 
some woman, Galway middle-class per- 
son". She is dying of cancer; she has 
been through years of alcoholism. Her 
husband Jack, her 20-year-old daughter 
Joanie, her dead father, and an old 


family friend Maria are all real and/or 
imagi ned visitors. A vast amount of the 
play rests on Mai’s shoulders, but 
towards the end she is largely silent 
and munoving, ho* eyes closed, and her 
visiting husband, whom she may or 
may not be able to hear, carries the 
play (and her life) to its conclusion and 
valediction. 

The conflicting pain and guilt of past 
wrongs and loyalties is compassion- 
ately woven by Barry into a subtle 
fabric; I want to add “absorbing", 
except that at regular intervals it fails 
to absorb. How come? Because, while 
Barry often keeps the rhythm of the 

The pain and guilt of past 
wrongs and loyalties are 
woven into the play 

play's underlying drama taut and keen, 
he occasionally lets it sag into mean- 
dering over-development. Latex, how- 
ever, the poignancy of tbe play, and the 
tragic wit of Barry's best writing, 
cohere into a large and moving image. 

Max Staffard-Clark directs: it was bis 
Out of Joint company that commis- 
sioned it and brought tins production 
to the National Theatre, and in Septem- 
ber will take it to its setting, Dublin. 
Sinead Cusack’s performance as Mai is 
a supremely accomplished and multi- 
faceted tour-de-force, affecting in many 
different ways. Brilliantly, she catches 
the woman's bitter pith and her 
anguished core; consummately, she 
keeps the play’s pulse remarkably 
brisk and sharp. After a few early 
moments, where you see the actor's 


mind behind the delivery, hers is a 
completely involving dminderiM tinn 

But my second problem with the play 
is to do with the production, and it is 
entirely to do with the way Cusack 
focuses her soliloquies outwards, her 
eyes roving communicatively around 
the audience as speaks. This com- 
mands our attention, but it means that 
the play never creates a convincing 
world onstage. My abiding memory of 
The Steward of Christendom is that 
Dona] McCann, in the title role, seemed 
lost in his own world, the world of his 
own tortured mind, and that we were 
outside observers. Here we are a con- 
gregation being movingly addressed, 
except when visitors enter the sick- 
room and we are put at a distance. 

Any production that begins with the 
creamy wit and dark legato of Alice 
Faye’s recording of “This Year's Kisses 
(Tm Still Wearing Last Year’s Love)" 
sets out with me on its side; and Nigel 
Terry as Jack, Andrea Irvine as the 
nursing sister. Catherine Cusack (with 
hex strangely haunting, te nse librari- 
ans face) as Joanie, June Watson as 
Maria, and Harry Towb as the dead 
tether, are all excellent. They each 
leave a strong impression in tbe mem- 
ory, and many of the lines Barry gives 
Mai/Cusack leave an even stronger 
one. “His face nice like a potato, a 
smile cut into it" “Ah Jesus, this old 
dying’s good for something." "My 
sheets were wet with sweat; and my 
skin like the inside of a parsnip." “Tm 
rick of this dying". A bicycle is said to 
lie there on the ground nearby “like a 
faithful dog". Whenever you can keep 
your mind on it, there is splendid writ- 
ing throughout to bear you along, like 
the vast outgoing tide of a dying mind. 


OBITUARY 

Octavio 

Paz 

Octavio Paz, the Mexican 
Nobel laureate who In hi$ 
writings delved into the 
mysterious soul of his coun- 
try and its fascination with 
death, has died aged 84. 

Tbe Mexican, he once 
wrote, “frequents (death], 
mocks it, caresses it, sleeps 
with it, entertains it; it is 
one of bis favourite play- 
things and his most endur- 
ing love". It finally caught 
up with him after a long ill- 
ness late on Sunday. 

For almost 50 years, Paz 
was the unchallenged patri- 
arch of Mexican letters, 
writing lyrical, erotic poetry 
laced with influences of Sur- 
realism and Buddhism 
picked np in countries 
where he travelled as a for- 
mer diplomat. Often, they 
dwelt on human loneliness 
which amid be transcended 
by sexual love and faith. He 
was awarded the Nobel 
Prize for literature in 1990. 

It was a book-length work 
of prose, The Labyrinth of 
Solitude, which transformed 
him into a Latin American 
literary giant in 1950. The 
essay sought to peer 
beneath the mask that Paz 
believed Mexicans lived 
behind, to the contradic- 
tions of a country still 
straining to harmonise a 
rich Indian past with its 
complex Spanish heritage. 
“The Mexican is always 
remote, from the world and 
from other people. And also 
from himself," Paz wrote in 
Labyrinth. 

Pa z, who could be as 
prickly as he was charming, 
delighted in stirring 
polemic, bnt was also stung 
by deep divisions with the 
traditional Latin American 
left. Born in 1914 during 
Mexico’s civil war, his 
father was secretary to 
Mexico's revolutionary peas- 
ant leader, Emiliano Zapata, 
and the family was briefly 
shunted into exile. The 
young Paz grew up a Marx- 
ist A visit to a Congress of 
anti-Fascist writes in Spain 
in 1937, at the invitation of 
Chilean poet Pablo Neruda, 
led him to identify with the 
Republican cause. 

But he later split with the 
hardline left, taking a 
stance against dictatorship 
of whatever colour - partic- 
ularly Fidel Castro's Cuba 
and the Sandinista-rnled 
Nicaragua of the 1980s - 
both regimes that were dar- 
lings of the region’s intellec- 
tuals. Paz was as indepen- 
dent in his views on the 
Mexican government, 
abruptly curtailing a 22- 
year career in Mexico’s dip- 
lomatic corps in 1968 when 
he resigned in protest at a 
government massacre of stu- 
dents in Mexico City. 

In later fife. Us friendship 
with Carlos Salinas de Gor- 
tari, the former president, 
earned him the scorn of 
some of his compatriots. But 
Paz remained a friend of 
Salinas's successor, Ernesto 
Zedillo, who described the 
poet’s death as “an irre- 
placeable loss for contempo- 
rary thought and culture - 
not just for Latin America 
but for the entire world”. 

He was survived by his 
second wife, Marie Josfi Tra- 
mini. who he loved with a 
passion that endured to the 
end. He had one daughter. 

Henry Tricks 
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21,22 

• Berlin Philharmonic Orchestra; 
conducted by Claudio Abbado in 
works by Mozart, Rfom. Brahms 
and Schumann; Apr 25, 26 

DANCE 

Deutsche Oper 

Tafc 49-3034384-01 
La Syfphfdee revival of a production 
designed by David Wfcflcer and 
directed by Peter Schaufuss, after 
August Boumonvflfe; Apr 25 


Sunday 


FLORENCE 

OPERA 

Maggio Musicals Fi o renBno 

Tet 39-55-211158 
www.magglofkxeritino.com 
The Lady Macbeth of foe Mtsensk 
District by Shostakovich. New 
production by Lev Dodfn, 
conducted by Semyon Bychkov; 
Teatro Com urate; Apr 21, 24, 26 


AMSTERDAM 

EXHIBITION 
Stedefijk Museum 
Tot 3? -20-5732911 

www.Stedetfk.nl 

Writer Pfchten Oawings: 
Sculptures: Buildings. Installation 
by the Austrian artist of work which 

chritanges the boundary between 

s culpture and architecture; ones on 
Sunday 

OPERA 

(fatherlands Opera. Hot 

MuzMdheotsr 
Tel: 31-20-551 8911 
Wozzedc by Berg. VWm Trompert 
directa a revival of WHly Decker's 
1994 production, with designs by 
Wolfgang Gussman. With foe 
Netherlands phifoanncntc 
conducted by Hartmut Haencnen. 

Apr 21, 24, 26 __ 


kchestra: 
rrington h 


OPERA 

Deutsche Oper 
Tet 49-30-34384-01 

• Der Prinz von Homburg: by 
Henze, production conducted by 
Christian Thfetemann In a staging 
by Gfitz Friedrich; 

Apr 24 

• Lohengrin: by Wagner. Revival 
of a production conducted by 
Christian Thielemann and staged 

by Gfltz Friedrich; Apr 26 


BIRMINGHAM 

CONCERT 

Symphony Hafl 

Tet: 44-121-212 3333 

I vo Pogorelfch: rectal by the 

pianist of works by Rachmaninov, 

Qjanados, Prokofiev, Schumann 

and Cho pin: Apr 23 

COPENHAGEN 


EXHlBiTiONS ^ 

Louisiana Musetan of Modern 
Art, Humfebaefc 
Tel: 45-4919 0719 

wMwJoujriana.dk 

Francis Bacon: mqjor retrospective 
including Joans from around the 

world; ends on 


FRANKFURT 

CONCERTS 
Aite Oper 

Tet 49-69-134 0400 
Chamber Orchestra of Europe: 
conducted by NfcoJaus 
Harnoncourt In works by Schubert, 
Mendelssohn and Schumann. With 
violin soloist Thomas Zahetmair; 
Apr 21 

Frankfurt Oper 
Tat 49-69-21202 
Warsaw Radio Symphony 
Orchestra: conducted by Wojeiech 
RajsW in works by Beethoven and 
Dvixdk; Apr 26 


GENEVA 

C0NCBTT5 
Victoria Hall 

Tet. 41-22-3170017 
Orchestra de la Tonhalle de Zurich; 
conducted by David Znman In 
works by Bartok and Mahler. With 
viofin soJotet Viktoria MuHova; 

Apr 22 


HELSINKI 

OPERA 


Finnish National Opera 
Tet 358-9-4030 2211 
The Magic Flute; by Mozart New 
production by Swedish director 
Etienne Glaser, deseed by Peter 
Tfflberg. Conducted by Okto 
Kamu; Apr 24 


LONDON 
CONCERTS 
Royal Festival Had 
Tet 44-171-960 4242 

• PhHharmonia Orchestra: 
conducted by Mikhail Ptetnev In 

works by Berfiaz and Tchaikovsky. 
With mezzo-soprano Jean Rigby; 
Apr 21 

• Orchestra of the Age of 
Enlightenment conducted by Sr 
Simon Rattle in works by Mozart, 
Berfiaz and Beethoven. With 
mezzo-soprano Arm Murray; 

Apr 22 

• The Rcyri Opera: Paralfal, by 
Wagner. Concert performance, 
conducted by Bernard Haitink. The 
title role Is sung by Ptdddo 
Domingo; Apr 23 

• Orchestra de Paris: Frans 
BrGggen conducts works by Haydn 
and Mozart With cefio soidst Trufs 
MoriC Apr 26 

• Phflharmonta Orchestra: Mozart 
Piano Concerto Cycle. The. fist of 
two concerts given by pianist 
Andris Schift features Plato 
Concerto Nos. 22, 23 and 24; 

Apr 26 

EXHIBITIONS 
Barbican Art Gafery 
Tet 44-171-633 8891 

• Shaker The Art of 
Craftsmanship. Fumttue and 
decorative arts from the Shaker 
community at Mount Lebanon; 

r 


ends on Sunday 
• The Art of the Harley: 30 
customised motorcydea provide 
the centrepiece of this cfisplay 
devoted to the 95 year history of 
the Hariey-Davfdson company, 
ends-on Sunday 

OPERA 

Engfiah National Opera, London 

Cofisewn 

Tet 44-171-632 8300 
La Botteme: by Puccini Steven 
Pimiotfs production Is revived by 
Barry Atkinson and Frances Moore, ' 

and conducted by Aloe Ingram; 

Apr 21, 23 


LOS ANGELES 

OPERA 

LA. Opera, Dorothy Chamfer 
Pavfflon 

Tet 1-213-972 8001 
wwwiaopefa.org 
II Trovatore: by Verdi Conducted 
by Gabriele Ferro in a staging by 
Stephen Lawless. Cast indudea 
VlaeBnfr Bogachov; Apr 25 


MUNICH 

CONCERTS 

PMtamonfa Gastrig 
Tet 49-89-5481 8181 

• Miffifch PKtarmonlc Orchestra: 
conducted by Gunter Wand In 
works by Schubert and Bruckner, 
Apr 21 

• Vienna PhBharmonfe Orchestra: 
conducted by Vladimir Fedossejew 
In works by Schubert. Haydn and 
Tchaikovsky; Apr 22 

• Klasrische Phaharmonta Bom: ■ 

conducted by Herbert Beisse} in 
works by Rossini, Chopin and 
Beethoven; Apr 23 


• Kdnigfich Flfim ische 
PhOrarmontec conducted by Mu 
Hai Tang in works by Mozart. 
Brahms and Tchaikovsky. With 
violin soloist Julian Rachlin and 
pianist Anna Gourart; Apr 25 

EXHIBITION 
Haus der Kunst 

Tet 49-89-211270 
Symbotem in England 1860-1910; 
previously seen in London’s Tate 
Gallery, this show presents work 
by British pre-Raphael ttes 
alongside that of their European 
contemporaries. Includes works by 
Rossetti, Bume-Jones, Watts and 
Lord Leighton; ends on Sunday 

OPERA 

Carf-Oiff-Sari, Gasteig 

Tet 49-89-4809 8508 
Vision of Lear by Toshio 
Hosokswa, with a libretto by 
Suzuki and Hosokawa. 
Co-production of the Munich 
Biennale with the Shizuoka 
Performing Arts Centre; Apr 22 


NEW YORK 

OPERA 

New York City Opera 

Tet 1-212-870 5570 

www.nycopem.com 

Paul Bunyan: by Britten. New 

production directed by Mark 

Lamas and conducted by Stewart 

Robertson; Apr 22. 25 


PARIS 

CONCERTS 

TMfltre des Champs Efysfies 
Tet 33-1-49525050 
• Vienna Philharmonic Orchestra: 
conducted by Zubin Mehta In 


works by Weber, Mozart and 
Mahler. With oboe soloist Martin 
Gabriel; Apr 24 

• Cecilia Bartoll, recital, with the 
Or c hestra National de France 
conducted by Charles Dutott, in 
works by Rossini and Ravel; 

Apr 25 


ROME 

OPERA 

Teatro defl* Opera 

Tet 39-6-481601 
Parsifal: by Wagner. Bernard 
Haitink conducts the Covent 
Garden production, with a cast 
including Platido Domingo and 
John Tomlinson; Apr 28 


TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(483m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN international 
Monday to Friday, GMT; 

06^0: MoneyHne with Lou Dobbs 
1 3 MV Business Asia 

19J30: World Business Today 
22J0Ot World Business Today 
Update 

• Busmess/Mertat Reports: 

05.-07; 0feB7; 07:07; 0&20; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports Eve from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 






MARTIN WOLF 


How bubbles burst 

Many people think the Asian crisis will pass the US and Europe 
by. In fact, it is worsening western asset overvaluation 


Last week Washington 
witnessed an outbreak of 
galloping complacency> At 
the spring meetings of the 
International Monetary 
Fund and World Bank - and 
the accompanying gathering 
of finance ministers of the 
Group of Seven leading 
economies - assembled 
western worthies spent 
much time on the difficulties 
In east Asia and the slump 
threatening Japan. But the 
US and European economies 
were held to be in fine fettle. 

For Americans, this is the 
best of all possible worlds. 
Their economy is in rude 
h ealth ; Asia has fallen by 

the wayside; and The 
American Way has been 
vindicated. As Alan 
Greenspan, chairman of the 
Federal Reserve, said on 
April 2, “the lesson that 
appears to be emerging is 
that only free-maxket 
systems exhibit the 
flexibility and robustness to 
accommodate human nature 
and harness rapidly 
advancing technology to 
consistently advance living 
standards". Mr Greenspan 
may well be right. Yet pride 
goeth before a fall. 

The danger is not to be 
seen in the IMF’s latest 
forecasts. In the World 
Economic Outlook, global 
output this year is forecast 
to grow 3.1 per cent The 
advanced economies are 
expected to rise 2.4 per cent 
These figures are lower than 
the original forecasts last 
October, which were 4.3 and 
£9 per cent respectively. 

Given the Asian crash, 
such adjustments are 
modest They would, for 
example, bear no 
comparison to the 
slowdowns of the mid-1970s, 
mid-1980s and early 1990s, as 
the chart shows. Moreover, 
the reduction in forecast 
growth is restricted almost 
entirely to the Asian 
economies themselves: 


Japan's forecast growth this 
year has been lowered by 2.1 
percentage points, to zero; 
that of the newly 
industrialised Asian 
economies - Hong Kong, 
Singapore. South Korea and 
Taiwan - by <L2 percentage 
points, to 1.8 per cent; 

Thailand, Indonesia. 

Malaysia and the Philippines 
by 8.1 percentage points, to 
minus 2.7 per cent. 

Meanwhile, US forecast 
growth is down a mere 0.3 
percentage points (to 2J) per 
cent), while the European 
Union economy Is forecast to 
maintain its 2.8 per cent 
growth rate unchanged from 
last October. Though it is 
true that the Aslan crisis 
has had a bigger impact on 
other developing countries, 
the overall picture is still 
clear: the impact is expected 
to be essentially local, even 
with Japan included. Its 
effect on the other important 
industrial economies will be 
marginal. 

The reason complacency 
might he Justified is that the 
direct negative effects of 
Asian events on trade and 
gross domestic product are 
powerfully offset by 

Asian crisis? What crisis? 

Growtti of world real GDP (amual % change} 

9 


beneficial Indirect effects. As 
the IMF notes, even though 
exports to Asia may well fall 
sharply, the declines in bond 
yields in most industrial 
countries since mid-1997 "are 
likely to have an offsetting 
and stimulative effect on 
growth". Furthermore, 
equity prices have reached 
new peaks. 

These offsetting effects are 
Inter-related. Aslan events 
are causing a one-off 
reduction in inflationary 
pressure and allowing a 
looser monetary policy than 
would otherwise have been 
pursued, above all in Japan. 
This loose monetary policy 
is blowing air into the asset 
bubble, almost everywhere 
except Japan. 

Such indirect effects are as 
significant as the direct 
effect of the Aslan crisis 
through trade. US 
merchandise exports to Asia 
(including Japan) accounted 
for only about 3 per cent of 
its GDP in the mid-1990s, 
while imports from Asia 
equalled 5 per cent of GDP. 
For the EU, the shares were 
2 and 3 per cent of GDP 
respectively. Indeed, for 
these very large, fairly 
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closed economies, the direct 
impact of a slump elsewhere 
is bound to modest What 
matters Ear more to them is 
the indirect impact 
particularly on inflation and 
monetary policy. Here the 
news is unambig uously 
good. Commodity prices are 
weak; the price of crude oil 
has fallen to around $14 a 
barrel; and even in the 
buoyant US there is no 
inflation in the prices of 
producer goods, partly 
because of the strong dollar. 

Furthermore, bond yields 
are down to exceptionally 
low levels, with the floor set 
by the 1.6 per cent in Japan- 
German yields at 4.9 per cent 

and US ones at 5.6 pa- ant 
are exceptionally low as 
well To the Japanese these 
rates must look too juicy to 
be true, especially when the 
yen is also weak. In this 
context. It is hardly 
surprising that more than 40 
per cent of the private 
holdings of US government 
debt is owned by foreigners. 

Behind the exceptionally 
low bond yields worldwide is 
not just weak inflation Also 
important has been a 
dramatically expansionary 
monetary policy, 
particularly in Japan, where 
a frightened central bank is 
at last printing money with 
ferocious abandon. 

Over the 12 months to 
March 20, the Bank of Japan 
expanded its balance sheet 
by the equivalent of 5L5 per 
cent of GDP - or $207bn at 
the rate of Y134 to the dollar. 
As the New York-based 
Grant's Interest Rate 
Observer of April 10 noted, 
the BoJ has created an 
amount equal to 44 per cent 
of the Federal Reserve’s 
entire balance sheet in just 
one year. 

Maybe the Bank should be 
doing still more. Even so, 
one can no longer criticise it 
for failing to do anything. In 
Japan credit growth remains 
constrained, however, by the 
financial weakness of both 
banks and their potential 
borrowers. The Bank is 
pushing on the proverbial 
string. But the impact of 
such ah expansion Is not 
narrowly limited to Japan. It 
has helped drive down the 
yen and push bond yields to 
very low levels, thereby 
encouraging Japanese 
investors to put their money 
into foreign assets. 

Meanwhile, US credit 
growth is strong. Broad 


money (M3) grew 9.9 per 
cent in the year to March. 
Underpinned by strong 
profits and strong equity 
bases, US banks do wish to 
lend - and are succeeding in 
doing so. The consequent 


having the expected effects 
on asset prices and 
investment 

Changes in stockmarket 
valuations are 
extraordinary: the S&P 
composite index for US 
stocks has risen 150 per cent 
since the end of 1994; the 
price-earnings ratio, at 28, is 
far higher than In the 1960s, 
the last comparable period of 
low Inflation and strong 
growth; the dividend yield of 
around L4 per cent is risible 
by historical standards; 
yet the present economic 
ex pansion is near the end of 
its seventh year. 

If this market is fairly 
valued, the moon is made of 
green cheese. The risk is 
dear enough. It Is even spelt 
out by the Off 1 : equity 
markets in -many countries 
have recently risen to new 
Viigha and the US dollar has 
strengthened further, it says. 
With the current account 
deficit of the US expected to 
widen substantially this 
year, the riSk of a reversal in 
attitude towards the dollar 
at some future stage is 
obvious. 

"If world commodity 
prices were to recover at the 
same time and labour 
market pressures continued 
to push up wage growth, the 
Federal Reserve could face 
the need for a significant 
ti ghtoning 1 nf mon e tary 
ranrHtinnc and both bond 
nnri stock markets might be 
subject to significant 
corrections. The strength of 
sterling points to similar 
concerns in the case of the 
UK." Amen to that. 

It may cheer people in the 
west to believe the Asian 
crisis has little importance 
for them. They may believe 
its disinflationary impact 

will even prove a boon. In 
the US many may conclude 
it all proves that their 
economic model is the only 
one worthy of imitation. But 
never wiistalce a bubble tor 
mite ring ecf mnmie t rinmp h. 

The great bull market 
cannot last forever; what 
cannot last win not do so; 
an d the hi g h er the climb, the 
bigger the faH 

Martin. WolfiftFT. com 


LETTERS TO THE EDITOR 

Objectives outside Bank’s remit 


From Mr Gavyn Dairies. 

Sir. Samuel Brittan (“A 
parallel p ound ". April 16) 
says I am "trying to act as 
the chief whip to the Mone- 
tary Policy Committfee", 
whatever that may be taken 
to mean. 

Actually. I have been try- 
ing to make the following 
points, which are basic to 
the workings of the new 
monetary arrangements in 
the UK 

first, the chancellor’s orig- 
inal letter on May 6 last year 
says that the inflation target 
each year will be defined In 
the Budget The MFC shall 
then achieve the inflation 
target and. without prejudice 
to that objective, support the 
government's growth and 
employment goals. 

Second, as promised a year 
ago, the inflation target has 
now been defined in the 1998 
Budget to be 2J5 per cent "at 
all times". 

This does not eliminate 
the sub-clause on growth 


and employment, but surely 
the term "without prejudice 
has a clear meaning about 
which objective should take 
precedence in the case of 
conflict 

Third, when the new sys- 
tem was launched it was 
quite explicitly decided that 
Juggling the inflation and 
growth objectives should be 
kept within the democratic 
field, and not handed over to 
the Bs nk of England. Other- 
wise, why should the Trea- 
sury bother to set an tnflu- - 
tion objective each year? 

Fourth, the behaviour of 
sterling and domestic output 
should of course have a role 
in the MPCs deliberations, 
cinrp their movements will 
affect the likelihood of 
hitting the Inflation objec- 
tive. 

Fifth, the only other rea- 
son that the short run 
behaviour of output should 
explicitly enter the MPC’s 
wind is that there may be 
more than one output path 


Pundits with short memories 


From Mr Mahmood ElahL 
Sir, The US prescription to 
end Japan's current eco- 
nomic crisis through imita- 
ting Reganite/Thatcherite 
deregulation and tax cuts 
may exacerbate Japan's eco- 
nomic crisis. The main rea- 
son far the crisis has been 
the free-wheeling lending by 
Japan's major banks; deregu- 
lation will not resolve that. 
As for tax cuts, given the 
Japanese propensity for sav- 
ing, most tax cuts will sim- 
ply be saved, providing no 
consumer-led stimulus. ' 

In the t- urrm it criticism of 
Japan by the US media and 
pundits, it is conveniently 
forgotten that the same 
rapriia and pandits h«d been 
heaping praise on Japan 
only a lew years ago for its 
brilliant economic inanage- 
ment. A host of mostly 
American business pundits 
and columnists went almost 
bankers over Japan's spec- 


tacular economic perfor- 
mance, portraying Japan as 
an unstoppable juggernaut, 
at once frightening and 
deserving emulation. 

Remember Japan as Num- 
ber One or Rising Sun? 
Remember how writer after 
writer found Japan's system 
of partnership between gov- 
ernment, business and 
labour as the foundation of 
its strength? Their exhorta- 
tion was dean adopt Japa- 
nese business ethics or per- 
ish. Now the same people 
are criticising Japan for its 
lack of flexibility, its too 
many regulations and gov- 
ernment Interference. Their 
present exhortation is: adopt 
American business ethics or 
perish. They are likely to be 
wrong again. 

Mahmood Rlahi, 

68-1250 Pinecrest Road, 
Ottawa, 

Canada 


Number One Southwark Bridge, London SEl 9HL 

We £«i keen to orxxxjraja Tottens trom rewdura workJivide. Lotos may be (axed to +44 171-873 5938 (net tax to UneT- 
Ulci&edRoriMLcoin RASshad tanas sra too notable on the FT web efts, hnp7Awnv.FT.com TianatoUon may be swatofertfcr 
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A do-little Congress 

US lawmakers, who return from their Easter recess today, face a mountainous agenda 
but they have a slim chance of conquering it, reports Mark Suzman 


W ashington. 

Springtime. 
The last of the 
cherry blos- 
soms has fallen. Tourists 
have started arriving by the 
busload. And Capitol Hill is 
reverberating to taunts 
about its inactivity. “The 
do-nothing Congress," Tom 
Daschle, senate minority 
leader, calls it, using Harry 
Truman’s famous phrase 
about the 1948 legislature. 
On the other side of the 
political divide, a prominent 
conservative columnist dubs 
it "the invisible Congress". 
Even President Bill Chnton, 
showing renewed vigour 
after his court victory in the 
Paula Jones case, has 
weighed in. "This is a Con- 
gress with nothing to do and 
no time to do it." 

Such epithets have become 
a seasonal rite. This year, 
however, there seems to be 
more justification than 
usual. The House of Repre- 
sentatives scheduled only 89 
working days for the entire 
session and the Senate has 
been little better. Sand- 
wiched between four-day 
weekends, legislative 
debates have proceeded at 
an even more leisurely pace 
than usual. Contentious 
issues each as campaign 
finance reform have been 
shelved by an nnsupportivs 
Republican leadership. Only 
a handful of Mila has been 



Gingrich: careful not to taefcta any bone which could harm Wm 


But as lawmakers return 
from their Easter recess 
today, it increasingly looks 
as if Congress has too much 
to do and no time - or politi- 
cal will - to do it. 

Consider this: there is the 
annual array of budget and 
spending bills; they have to 
be approved before members 
start campaigning for re- 
election in November. Then 
there are important propos- 
als such as the planned 
reform of the internal Reve- 
nue Service; these were due 
to be approved months ago 
but have yet to be enacted. 
There are multi-bfilioii dollar 
bills to regulate tobacco 
companies and reform finan- 
cial services. They have 
acquired new urgency: the 
public clamour for anrinn to 
cut teenage smoking has 
raised the stakes in the 
battle over tobacco, while 
a wave of banking mergers 
makes overhaul of Depres- 
sion era financial legis- 


lation more urgent. 
"Congress has yet to figure 
out what it’s going to maw> 
of this session,” says Nor- 
man Omsteln, an analyst at 
the American Enterprise 
Institute, a conservative 
think-tank. "It started out 
this year with the intention 
of doing nothing, but now a 
crunch is coming because 
the agenda has become big- 
ger than its ability to pursue 
it" 

This affects the Republi- 
can majority in Congress 
especially. On the one hand, 
they are nervous that the 
“do-nothing" epithet will 
damage them at election- 
time (as it did in 1948). So 
they have been spurred into 
action. “It’s not that we're 
not doing anything,” insists 
one, plaintively. “There are 
lots of Important issues like 
tax cuts and education 
reform on the agenda, but 
Democrats keep . blocking 
us." On the other, they are 


Making matters more com- 
plicated, Republicans no lon- 
ger have the consensus that 
characterised the heady days 
of 1995 when all-night ses- 
sions dominated and Newt 
Gingrich, House speaker, 
seemed to be passing a bill a 
week. The party is riven by 
internal debates over iMi»a^ 
such as how to handle the 
emerging budget surplus 
and whether to attach anti- 
abortion riders to interna- 
tional aid bills. Meanwhile, 
Mr G in grich — stiff unpopu- 
lar but considering a run for 
the presidency in 23)00 any- 
way - Is being careful not to 
tackle any issue that might 
damage his personal politi- 
cal rehabilitation. 

Another reason for con- 
gressional passivity in the 
face of all the legislative 
challenges is the president's 
position. Mr Clinton started 
the year with a raft of popu- 
lar proposals on issues such 


with Republicans no longer 
marching in lockstep." 

The problems are encapsu- 
lated by the slow progress at 
a delayed transport bill tint 
would set the level of public 
highways spending for six 
years. Spurred by provisions 
for S9bn in old-fashioned 
political pork for over L500 
“special projects" in congres- 
sional districts across the 
land both honses have 
already approved versions. 

But at $2l7bn, the bill 
would cost S30hn more than 
had been estimated last 
year. That has outraged fis- 
cal hawks who are threaten- 
ing delaying action unipgg it 
is scaled back. It has also 
prompted the threat of a 
potential veto from the 
White - House, which fears 
the required funds wifi, eat 
into other programmes fflee 
health and firing fi rm 
Given the rude state of US 
fiscal health awn the politi- 
cal imperative of keeping 
voters happy in an election 
year, the package is all but 
certain to pass eventually. 
But the necessary horse- 
trading will eat into legisla- 
tive time that might other- 
wise be spent on. other 
issues. A potentially greater 
distraction would' be discus- 
sion of impeachment hear- 
ings. These could begin once 
Kenneth Starr, the special 
prosecutor, releases his final 
report on allegations of pres- 
idential TnlqdrrrlTT 
The upshot is that -only 
part of the big legislative 
agenda is likely to get 
through. Financial-services 
modernisation seems likely 
to be postponed until next 
year, .Joining electricity 
deregulation and social-secu- 
rity (pensions) reform as pro- 
posals that Congress lacks 

the courage to do more than 

dabble with at the rnomm* 
But some kind of tobacco 


as child care, but the Mantra 

scared to do anything very Lewinsky ^rplungK leS^Tr^nr,, 1 ^ 

triumph of last year's bal- * — ^.u. L .... ... , T 111 P«t Decause 

anced budget deal still fresh 
in voters' minds and the 
economy booming. Republi- 
can, congressmen are uneasy 
at the idea of pursuing any 
c o n trov e rsial measures. Con- 
gress's approval rating is 
nearing 60 per cent - the 
highest level in a decade - 
which bodes well for Incum- 
bents at the polls. Hence, 

Congressmen want to seem 
to be doing something - but 
not actually to do it 


paralysis from which it is 
only now emerging; “There 
really isn’t much pressure 
for big changes, and Con- 
gress has been even slower 
off the mark than usual 
because the president has 
been distracted," says Step- 
hen Hess, an analyst at 
Brookings, an independent 
policy institute. “Even with 
a more active White House 
Td be sceptical about the 
possibility of regaining 
momentum, particularly 


both parties want the tax 
revalue it would bring. And 
oven if it does not panc r leg- 
islators are at least expected 
to wrap up the IRS reform, 
which has bipartisan sup- 
port Combined with the 
transport bill, that should be 
e nough for Congress to 
improve on the most impor- 
tant legislative achievement 
of the session so for: the 
derision to rename Washing- 
ton's National Airport after 
Ronald Reagan. 
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which is consistent with hit- 
ting the inflation objective 
over 12- to 24-maath. periods. 
This last point could give 
the MPC some vwriggUng 
room,, but not much in. my 
view. 

The key point is that the 
legitimate juggling of 
short-term output objectives 
against inflation objectives 
has not been handed over to 
the Bank, and this makes 
our new system vary differ- 
ent from that of the US Fed- 
eral Reserve or the Euro- 
pean Central Ba nk . 

Sir Samuel may want to 
r-Hang g this. If so. he should 
argue the case explicitly 
instead of encouraging foe 
MPC to act beyond Its man- 
date - something tt has cer- 
tainly not yet do ne . 7 ■ 

Gavyn Davies, 
chief international 
economist, .V. 

Goldman Sachs, 

133 Fleet Street, <: 

London EC4, UK 
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International 
creditors need 
to feel the pain 

From MrAly-Ehtm Saidai 

Sir, I believe that the 
International Monetary 
Fund has mitigated the can- 
sequences of bad lending 
with respect to international 
creditors. In a global, free 
market, this lends Itself to 
frequent market disruptions 
as the same creditors repeat 
the same mistakes. 

International creditors 
have to feel fully the brant 
of their errors and only then 
will the hot money flow be 
more considered and regain 
its inherent risk-reward 
equilibrium. 

As a matter of principle. It 
is surely unacceptable to 
introduce controls. 

Aly-Khan Satchu, 

31 Ross Court, 

Putney gill, 

London SW15 3NZ, UK 




srh-- 


a 

?x • 




•« ,:M ■ 
Ij- 

. ■ 

li.ivk. •> 

■. 2 Lli* 


Bibi's e 




■ •• 

• . 

■ 

•!*. 

■ S»i 

.!•*»■ 

> V- 

• 




. • 

i r • ' 


i r;, •• 


; •. 

1 

IC -;- 


j 

■ 

T-a._ 

!;ir 

r. 

i- in; 

• • 


a !;* 


it-;;- , 

. 

I 

1 1; '. • 

.1 ... 

; . . 

.1/ 

| ike*-* «... . , 

i--.ll -« I 


!v 

- Hr-.ip 

• . . 1 • . . .1*1 , 

feilai- ..’. r . .. ‘ 

»» 

frtefv . 

■ ■ ■ ■ I • ■ j'l'-V- 

tafa:. r j;, j.,’ 

i ••• 1 ..-ir 

l: taer , 

■ • M l.ltT 



' S'ats . 

l;n ',-nla'i.l 

■ S®) ~ I- - , 

' • 

: * K lVuu... 

1 rrr.- 


• :••• • r-jjiw 

Btc [j,. , . 

" • . 


■ ..irmmj 


• »- T 


< 


Goldm 


fciiv- •- 
\ IV 'is- 

Sa. " ' • 


’ 3 1„. ■ 

*i ... 

Hr. 1 :' 1 ; 
• J C Lll : = 

S-;: 1 


■ " in • i 
’ ' -.un 

• ’■ i'i 

.. 

I-:-. 

• ! i- 

' -.-I.ltllua' 

•’ W l!!r 
1 ,v r» - : i 1 .:-: 

( y • ’' -W 

1 ' 1 1 . ....... 

i <■’“ 

>: :: i*U>, 

l?;r, 


r, 


- — 

1 - ,: i: I, . ■ ’* 'S.iirrr* 

toL* 1 '*!-:, . ... 

%l *!:. . ““t-JlUr,! 

* ? r». 

W,/'; ' !ir *'-:»r« v. t 

s C’! 5,! ' -i- 

r ''' . I ■ 




27 


f 


> 

£ 

i 



i f > 


FINANCIAL TIMES TUESDAY APRIL 21 1995 


i m 


' i,K r 

s ri 'mit 


lr °l* FINANCIAL TLMES 

5700 


COMMENT & ANALYSIS 


I ivu ii-stj | Mt 


r,,a tiona| 
1 rt,(i 't'»rs netj 
f wl the mi 


V. 


oinircss 


*.» - 


* I' A 


fe 1, -- 



T^day April 21 1998 

Debtors’ prison 
for the Emu 


The big question facing 
ministers at their meeting on 
European economic and mone- 
tary union today will be how to 
prevent excessive national debts 

from unde rmining the new edi- 
fice. 

It relates mainly to Italy, where 
government debt was more than 
120 per cent of gross domestic 
product last year, twice the size 
envisaged in the Maastricht 
Treaty as the desirable entry 
qualification for Emu. That Italy 
and Belgium (with a smaller debt 
but a similar ratio) are likely to 
be admitted to the Emu next 
month is a testament to their 
heroic efforts to cot deficits. 

But it is not nearly ennng h 
Since 1993, Italy’s public finances 
have been in primary surplus 
(excluding debt interest), and its 
debt ratio has declined steadily 
from its peak in 1994. However, 
even if Italy manages to maintain 
this tight discipline, with a pri- 
mary surplus of. say, 4.5 per cent 
of GDP, it will take almost 20 
years to reduce its deficit to Ger- 
many’s present level. For Italian 
taxpayers, thin represents a long 
sentence to frugality. If they are 
to accept it, politicians through- 
out Europe will need to be much 
more persuasive about why it is 
required. 

At present, the risks might 
seem rather remote. It is hard to 
imagine, for example, that, 
within Emu. Italy could suffer a 
debt crisis on the scale of Mexico 
in 1994 or south-east Asia last 
year. But the severe logic of Emu 


says that it could happen, since 
the old remedies of a central 
bank bailout - p rinting money 
and exchange rate depredation - 
win no longer be available. 

That is the theory. In practice, 
the prospect of a big default 
might lead to strong political 
pressure to bend the rules. Even 
the possibility of could have 
a contagions effect an EU finan- 
cial market s, and , by pushing up 
interest rates, make the control 
of inflation more diffic ult 

The consequences of fiscal 
imprudence in the new world of 
Emu are hard to predict. But 
they would almost cer tainly be 
worse than the measures now 
needed to avoid them. 

Moreover, when monetary pol- 
icy is ceded to the European Cen- 
tral Bank, each nation will need 
as much flexibility as p o s sibl e to 
offset an economic slowdown. 
This will be much easier if budg- 
ets are generally close to balance 


or in slight surplus, and (as a 
consequence) debt ratios are com- 
ing down. 

For tbese reasons, the debt 
reduction programme proposed 
by Germany and due to be dis- 
cussed today, deserves support It 
would be little more than a com- 
mitment by members to do their 
best to cut deficits, to co-operate 
in setting budgets and to reduce 
dependence on short-term debt 
But anything which helps to 
stiffen political resolve far a long 
and difficult task must be wel- 
comed. The next job is to sell it 
to the people. 


Bibi’s evasions 


Benjamin Netanyahu. Israel’s 
prime minister, is unquestion- 
ably gifted at coating extremist 
positions in honeyed reason. His 
latest offer to Tony Blair, the 
British prime minister - “to go 
anywhere at any time, and specif- 
ically in the next month, possibly 
to London, to advance the [peace] 
process" - should therefore be 
treated with scepticism. 

On the face of it, Mr Netan- 
yahu is merely repeating the sug- 
gestion he has been making 
almost weekly for the past year. 
He says he wants “final status- 
talks with the Palestinians on a 
definitive peace deaL This means 
in practice that Israel would put 
aside its existing commitments, 
including to withdraw from most 
of the West Bank under the 
“interim" Oslo agreement on Pal- 
estinian self-government, reached 
in 1995 by the government of the 
late Yitzhak Rabin. 

It is no coincidence that Mr 
Netanyahu’s zeal for a final set- 
tlement emerged before the ink 
was dry on the January 1997 
Hebron agreement - the only 
deal his extreme nationalist gov- 
ernment has reached with Yassir 
Arafat, the Palestinian leader. 
Under Hebron, Mr Netanyahu 
put his own name to his prede- 
cessor's commitment to "rede- 
ploy" Israeli troops from the 
West Bank in three stages ending 
in mid-June this year. 

But the peace process ground 
to a halt shortly after Hebron 


when Israel started building a 
new settlement in occupied east 
Jer usalem and gr inding Jewish 
settlements throughout the West 
Bank. The US has tried to restart 
talks by getting Mr Netanyahu to 
halt this colonisation and with- 
draw from a significant amount 
of the West Bank. But the settle- 
ment drive goes on and there has 
been no redeployment 
So anything Mr Netanyahu 
says about his willingness to 
advance peace should be weighed 
for content True, he insists that 
he can not withdraw troops until 
Mr Arafat does more to damp 
down on Islamist suicide bomb- 
ers. But when the Israeli army 
and Palestinian security forces 
reached a 16-point agreement an 
cooperation brokered by the US 
Central Intelligence Agency last 
December Mr Netanyahu tore it 
up. His approach to date has 
been all about process - and 
ways to void that process of the 
substance of real nego t iatio n 
The only way Israel can secure 
peace with the Palestinians - and 
with other Arab neighbours 
whose land it occupies like Syria 
and Lebanon - is by returning 
that land in exchange for their 
recognition of Israelis' right to 
live in security. Whatever talks 
may or may not take place, “any- 
where at any time", those host- 
ing and facilitating tbese negotia- 
tions Should not cease making 
this clear to Mr Netanyahu - and 
that everything else is evasion. 


Goldman et al 


In a world where financial 
institutions are prey to each and 
every passing fashion, the US 
investment bank Goldman Sachs 
has combined remarkable suc- 
cess with a wholly unfashionable 
attachment to limited liability 
partnership. Yet the Goldman 
partners' taste for splendid isola- 
tion appears to be on the wane. 

With leading competitors 
busily enlarging themselves 
through mergers and acquisi- 
tions, there is clearly some risk 
of a loss of partnership nerve 
over Goldman’s restricted ability 
to deploy capital. And with mar- 
kets bubbling ever higher, there 
is an equal temptation for the 
pyictfng partners to cash in some 
very large chips. But if it comes 
to that, it is hard to see how the 
distinctive culture that contrib- 
uted so importantly to Goldman s 
success could survive. 

The case for abandoning unlim- 
ited liability is little different 
from what it was in the 19th cen- 
tury when Bubble Acts were 
repealed and laws introduced to 
facilitate incorporation. Funds 
could he raised more easDy to 
finance railroads and other 
capital-intensive enterprises- Far 
partners there was an opportu- 
nity to shift risk on to creditors. 

In today’s more turbulent capi- 
tal markets there is also the 
opportu nit y to do deals in pursuit 
of modish goals: improved ac ^ s 
to retail customers, new opportu- 
nities for cross-selling financial 


services and so on. Yet the 
notion that more capital is essen- 
tial cans for greater scrutiny. 

Much comment on recent 
merger proposals such as the 
Travelers/Citicorp combination 
assumes that the resulting 
increase in capital will automati- 
cally make the new entity a fear- 
some global competitor. Yet the 
productivity with which that cap- 
ital is used is far more important 
than its absolute level. Too many 

take for granted that such a ram- 
shackle colossus will be both 
manageable and capable of ge n er- 
ating synergies. They ignore the 
potential diseconomies. 

History, meantime, is littered 
with examples of capital burning 
holes in corporate pockets. Note, 
here, that the capital intensity of 
Goldman’s business substantially 
reflects the growth in proprietary 
trading in investment banking. If 
it floats, investors will be invited 
to take a leveraged bet on a mar- 
ket that is touching heady levels. 

Investors who lost money as 
new equity holders in 19th cen- 
tury railways did at least 
bequeath a solid infrastructure to 
society. Those who back a newly 
Incorporated investment bank 
today will contribute to the less 
impressive social purpose of 
adding froth to the Wall Street 
bubble. Bubble Acte have gone 
-out of fashion. But the principle 
of caveat empior endures - espe- 
cially when buying oat the savvy 
partners of Goldman Sachs. 


What’s £9.99 in euros, then? 

Believers in the euro say that it will lead to greater market transparency and eliminate price 
differentials in the EU, but, asks Guy de Jonquieres, how much will consumers really benefit? 



Birth of tile euro 


A new age is about to dawn for 
Europe’s consumers. Once eco- 
nomic and monetary union 
arrives, market transparency will 
drive prices down to the same 
level everywhere in the European 
UntaL Companies will no longer 
be able to charge more in some 
places than in others; consumers 
will find that their market of 
290m people will become as com- 
petitive as America’s with 260m. 

That, at least, is the gospel 
according to believers in a single 
Eu ropean currency. Many compa- 
nies appear to agree. A survey of 
corporate finance directors last 
autumn, by EPMG Management 
Consulting, found almost half 
expected Emu to lead to lower 
prices. The theory is that, once 
retailers start displaying prices 
in euros, differences wfD become 
apparent. That, and the elimina- 
tion of foreign exchange costs, 
will lead to more aggressive 
shopping by consumers across 
borders and irresistible pressure 
for common EU prices. 

But expectations of a sudden 
windfall for consumers may be 
exaggerated. In some cases, 
prices may even be rounded up 
rather than down. Even when 
prices are lowered, few compa- 
nies think changes will be dra- 
matic: Emu, they say, will merely 
accentuate existing pressures cre- 
ated by Europe’s single market 
and fiercer global competition. 

“In consumer industries, the 
euro will gently accelerate a 
trend that is already in place," 
says lan Davis, a director of 
McKinsey, the management con- 


sultancy, who has worked closely 
with many of Europe’s biggest 
consumer products companies. 
“My guess is that its impact will 
be quite modest" 

All such predictions are based 
largely on guesswork. “Nobody 
really knows how people will 
react once they get the new sin- 
gle currency in their pockets. 
Nothing like it has ever hap- 
pened before," says Chris Gentle 
of the Henley Centre, an interna- 
tional consumer consultancy. 

Some managers doubt whether 
greater transparency will make 
consumers more value-conscious. 
“We already have quite a lot of 
price transparency in Europe. All 
you need is a pocket calculator," 
says Mike Nebaner. finance direc- 
tor of Eastman Kodak’s European 
operations. 

British consumers have 
already discovered, without the 
aid of euro pricing, that lower 
excise turps make beer J>nf l wine 
a bargain in France. Since the EU 
lifted restrictions on cross-border 
shopping two years ago, they 
have flocked across the Channel 
to stock up on cheap drink. 

Wide variations In European 
car prices have attracted public 
attention - and criticism - for 
even longer. The main problem 
for bargain-hunters has not been 
to identify countries with low 
prices, but to get dealers there to 
supply cars for export 

Retailers say that except in 
frontier regions, consumers are 
much less sensitive to price dif- 
ferences for most other products. 
Many doubt that a single cur- 
rency will greatly increase the 
incentive to shop around. Con- 
sumers are hardly likely to pop 
half way across Europe for a loaf 
of bread and a dozen eggs. 

Britain’s Marks and Spencer, 
which has almost 60 wholly 



owned and franchised stores in 
10 other EU countries, sees no 
need to standardise its prices 
once the euro is launched. “It is 
much more important to respond 
to local market realities.” says 
Robert Colvfll, finance director. 

Consumer organisations say 
wide differences in countries’ 
consumer protection laws, which 
can make it hard to obtain 
redress for faulty products 
bought abroad, also deter cross- 
border shopping. The EU is dis- 
cussing a proposal to harmonise 
national rules. But It is making 
stow progress, and critics say It 
does not go far enough. 

Some of the changes the intro- 
duction of the euro are supposed 
to produce are already happen- 
ing Stable exchange rate regimes 
have in the past few years 
reduced currency fluctuations 
between many continental Euro- 
pean economies. The single mar- 
ket has prompted manufacturers 
to restructure, so as to exploit 
EU-wide scale economies, and 
encouraged retailers to expand 
across borders. The dismantling 
of trade barriers has obliged 
manufacturers to tackle pricing 
anomalies, or risk seeing their 
raarkg hng channels, undermined 
by unauthorised “parallel" 
Imports from low-priced markets 
to high-priced oiks. % . 

The effects are already visible 
in consumer electronics products. 
Expert International, an associa- 
tion of more than 3,000 electrical 


retailers, says manufacturers’ 
prices diverged by as much as 35 
per cent in the early 1990s. 
Today, they are broadly compara- 
ble throughout continental 
Europe. 

The approach of the euro is 
spurring companies that have 
already adopted pan-European 
marketing strategies to review 
them in search of further effi- 
ciency gains. However, many say 
prices across the EU will never 
be uniform because costs of 
doing business vary so widely. 

“There are still huge discrepan- 
cies in the structure of retailing, 
the efficiency of distribution 
systems, payment terms, promo- 
tion methods, advertising 
expenses and tax rates," says 
a European manager of 
a large US household 

JfofBqch a common market 
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products manufacturer. 

The picture is still more 
clouded- National tastes and cus- 
toms rnntiniip to segment many 
markets even for internationally 
branded goods. Nescafe soluble 
coffee and many popular deter- 
gents are formulated differently 
for individual European markets. 
Kodak films are sold in a variety 
of pack sizes across the EU. Even 
the standard size of toilet rolls 
varies between countries. 

For most shoppers, the most 
visible impact of Emu win hap- 
pen when retailers start display- 
ing prices in euros as well as in 
national currencies. This trend, 
already under way in same parts 
of Europe, win be followed by 
euro-only pricing from 2002, 
when euro notes and coins 
become legal tender. 
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Retailers are still wrestling 
with bow to manage the switch. 
The trickiest problem is to con- 
vert into euros the psychologi- 
cally Important “price points". 
These are prices, such as £939. 
that appeal to consumers and to 
which retailers naturally gravi- 
tate. Many retailers say they 
expect to round prices down to 
the nearest convenient euro fig- 
ure. To maintain profitability, 
they may simplify or reduce the 
size of products, or launch new 
ones with higher margins. 

Retailers publicly insist that 
competition, together with fear of 
being accused of profiteering, 
will prevent the switch into euros 
from being used as a pretext to 
increase prices. But in private 
some say things may not work 
out that way. “No retailer will 
contemplate losing money 
because of the euro. Anyone in 
his right mind will take the 
opportunity to round prices up." 
says a senior executive of a spe- 
cialist US chain with outlets 
across the EU. “The results will 
be inflationary, for sure." 

Consumer groups are calling 
for binding legislation to prevent 
such abuses. But so Ear, lobbying 
by retailers and hanks has per- 
suaded the European Commis- 
sion that statutory regulation 
would be too costly. Instead, it is 
proposing voluntary guidelines. 

Car prices wfll be one way for 
consumers to test claims about 
the euro’s benefits. For years, 
carmakers have been accused of 
maintaining big price differen- 
tials by thwarting free trade in 
vehicles between EU countries. 

The European Commission has 
started to crack down harder on 
such abuses. It fined Volkswagen 
EculQ2m (£66m) in January for 
prohibiting Italian dealers from 
selling to customers in Austria 
and Germany, where its cars cost 
30 per cent more. And the com- 
mission says introduction of a 
stogie currency will put to the 
test carmakers’ claims that price 
differentials are explained by 
exchange rate fluctuations. None- 
theless, critics say price competi- 
tion will remain re st ricted while 
the EU continues to exempt 
industry distribution arrange- 
ments from its competition roles. 

The exemption, which allows 
manufacturers to choose the 
dealers they sell through, comes 
up for renewal in 2002. But by 
then, powerful pressures for 
change in the European market 
for cars, and many other prod- 
■ nets, may he growing from the 
internet 

In the US, companies such as 
Auto-By-Tel enable customers to 
compare car prices, place orders 
and arrange finance and insur- 
ance while sitting at a computer 
ter m inal. Professor Dan Jones of 
Cardiff University, an authority 
on the motes: industry, expects 
such services to spread to 
Europe. That would shake up dis- 
tribution and force manufactur- 
ers to move to common pricing. 
But Prof Jones says harmonisa- 
tion could lead prices to rise, as 
well as fall, to much of the EU. 

Mr Nebauer of Kodak agrees 
that the internet may turn out to 
be at least as important as a sin- 
gle currency in promoting mar- 
ket integration and competition. 
“The euro removes the hassle of 
differing exchange rates. The 
internet brings information," he 
says. “Combine the two. and you 
really have market transpar- 
ency." 

This is the first in a series over the 
next fete weeks about the birth of 
the euro. 
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Cragnotti pulls 
on his boots 

Sergio Cragnotti isn’t a man to 
shirk a tackle, so it’s no surprise to 
find the veteran wheeter-deater 
back In the thick of the action. The 
58-year-oW former Fenuzzi 
executive was in Milan yesterday 
to kick off the flotation of Lazio, 
the football dub that looks set to 
beat its Seda A rivals to the stock 
market 

Ranked by daughter EBsabetta 
and Italian goal-keeping legend 
Dino Zoff, respectively the dub’s 
chief executive and president, the 
fife-tong Lazio supporter was 
having a field day. Next he’ll be 
playing away from home, seWng 
Lazio to foreigi fund managers. 

As a former fast-team player at 
Ferruzzi. Cragnotti is no stranger to 
the public eye; he was right-hand 
man to Raid Gardkii. the late 
Ferruzzi chairman who committed 
sufette when the agro-industrial 
empire went up in smoke. 
CragnottTs own dream-team, 
merchant banking concern 
Cragnotti & Partners, has been 
more successful. Nowadays he's 
got lingers in everything fresn 
detergent to tomato sauce. 

There have been clashes with 
the authorities n Italy aid Ontario 
along the way and the ferruzzi 
affair was hartfiy uplifting; but 

Consob. Italy's stockmarkat 
watchdog, has given Lazio's float a 
dean bin of health - even though it 
means a prospectus with more 
small print than the Old Testament 


With the Milan Bourse 
beckoning, and e Uefa Cup fatal 
around the comer, Cragnotti is 
limbering up for another big match. 

How Dow 

So you think the Dow is a firtBe 
vulnerable at around 9,000? Think 
again. Forecaster arid futurologist 
Harry Dent is tefllng. anyone who’ll 
listen that the industrial average is 
on the way up: his 10-year target 
is a high-altitude 35,000. 

The California-based guru 
concedes that there could be a 
few set-backs along the way, 
including a felt-scale correctio n 
later this year. Dent- author of the 
forthcoming shelf-filer The Roaring 
2000s, also admits that there Is a 
risk that bull market trajectory will 
wed, flatten off a little Wt Hfe 
downside forecast for 2008? Only 
21,500. 


Ask Akzo 


Akzo boss Cess Van Lede is 
making a habit of buying - his most . 
venerable competitors. Rour years 
ago Nobel industries. Sweden’s old. 
industrial war-horse, was the 
target Now It’s the turn of Britan's 
Courlaukfs - described yesterday 
by Van Lede as the Rolls-Royce- of : 
the chemicals Industry. 

But it's going to take more than 
heritage to turn Akzo Nobel and 
Courtaulds into a winning formula. 
For all Us reputation! as a 
wefl-managed business, the British • 
outfit has been struggling for years, 
tt may be stuffed with more MBAs 


than a business-school convention, 
but Courtaulds’ underwhelming - 
stockmarkat performance speaks 
volumes. The fist of familiar 
aliments is one reason why - 
unlike the sale of Rolls- Royce 
Motors to BMW or Volkswagen - - 
the deal with Akzo won’t provoke 
outraged protests from patriotic 
Brits. 

What’s more, the hodge-podge 
of chemicals assets being bought 
by Akzo Nobel is more of a 
hand-me-down than an heirioom; 
Courtaulds chairman Lord Kearton 
developed the chemicals side of 
the business only in the 1950s and 
1960s. The original textiles side, 
founded by French emigres in the 
early years of the 19th century, 
was demerged jn 1990 and 
confaiues to weave itself an 
independent future. 

The right stuff? 

There’s an eclectic goup of 
high-flyers at the top of Soetefe 
Europrienne dee Satellites, the 
Astra satei&tes owner which plans 
a stock market splash-down later 
this year. Director general Romaic 
Bausch. shares the mission control 
mom with one fellow Luxembourg 
national, one German and a 
Latvian bom in'Denmark who Is a 
Canadian citizen. 

But Bausch, a former 
administrator general of the 
Luxembourg finance ministry, Iras 
introduced more than a 
cosmopolitan management mix in 
the three yeara since he took the 
controls. Under his predecessor; 


Pierre Meyrat, SES was so 
tow-proffle that it barely registered 
outside the rarefied world of 
satellites; Meyrat himself was 
accused by feftow directors of 
wtthhokfing information and left 
after a boardroom row. . 

Although SES stiU isn't the most 
approachable company .the. c&nate 
has certainly changed and 
Bausch's political contacts are 
reckoned to be pretty useful. At 
the ftoance ministry he worked 
hand in hand wife Jean-Ciaude 
Juncker, now Luxembourg PM. 

StiO, Bausch will be keen as 
anyone to show that SES isn't a 
one-man band. Last tune the outfit 
was preparing for a stock ' market 
debut, the departure of Meyrat put 
the countdown on hold. Let’s hope 
tilings go smoothly this time. 

Gimme shelter 

The bid baffle between Decaux of 
France and the UK's Mora Group, 
its arch-rival in the struggle to put 
supertoos on evary street comer, ' b 
not a hostile takeover- but you'd 
be forgiven for thinking otherwise. 

Now More Group is upping the 
stakes; it has won a street furniture 
contract for the London borough in 
which Decaux has Its headquarters 
and, with a certain infantile glee, 
plans to put one of its branded bus 
shelters right an the doorstep of 
the Decaux building. 

The French camp Insists that 
More “can't just pop' along on 
Monday morning and put a bus 
shatter down”. More Group boss 
Roger Parry thinks otherwise. 


100 years ago 

Chinese Viceroys Protest- 
Shanghai, 20th April. It is staled 
on excellent authority that the V 
Viceroys of Nanking, Wuchang,' 
Foochow and Canton have 
arrived at an understanding for 
mutual support In case the ■ 
Peking Government proposes' 

measures which are unpopular ' 
in the southern provinces of the y 
empire, calculated to restrict'the 
viceregal powers or to Increase 
the external influences over 
Chinese affairs. While protesting 
their continued loyalty to the 
Dynasty, the Viceroys 
emphatically condemn the 
blunders which they maintain 
have been made by the 
Emperor's advisers-. 

50 years ago 

Steel For India - 
New Delhi, Aprfl 20. India is 
anxious to import as'much steel 
as possible from the United 
Kingdom, the United States and 
Australia. Orders have been 
placed for 70,000 tons of rails 
from Canada and for 30,000 
tons of rate from the United 
States. Dr. Shyama Prasad 
Mukerfl, Minister for Industry, is/ 
taking steps to implement the '■ ' 
Government's industrial poOcy. 
Negotiations are in progress . %. 
with three engineering firms, two ! 
American and one British, in.' 
connection with the faKtatfattoh' 
of steer plants. 
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Don’t clip the hedge 


Here's one tor all those politicians, from 
Paris to Kuala Lumpur, who love fulmi- 
nating against speculators: an authorita- 
tive study an hedge funds. Commissioned 
in the wake of last year’s Asian currency 
turmoil the International Monetary Fund 
study examines their role in these and 
other recent BnanHai crises. Alas, those 
expecting a gripping story of manipula- 
tion and sharp practice will be sorely dis- 
appointed. 

instead, the IMF has produced a work of 
demythology. True, the macro-funds that 
attract most haadHna* do generate excep- 
tional returns: a compound annual figure 
of 28 per cent aver 1990-97, compared with 
15.7 per cent for the SAP 500. Yes. they 
use leverage and are highly remunerated. 
But on the core charges - of hunting in 
packs, manipulating and destabilising 
markets - the report is highly sceptical. 
Both in Asia and more generally, the 
impact or the macro-funds is exaggerated. 
Their $25bn-$30bn of capital is dwarfed by 
other institutions active in the «awit> mar , 
kets and their strategies are often fairly 
risk averse - because the traders' own 
capital is at risk. 

The truth is that countries pursuing 
sound policies do not suffer at the funds' 
hands. And as the UK's experience in 1992 
shows, a drubbing can anyway be a bless- 
ing in dis guise Politicians should pursue 
sound policies and learn to live with the 
funds, rather than pursuing the chimera 
of clipping their wings. 

Goldman Sachs 

Nobody gets to become a Goldman 
Sadis partner without being able to do 
maths. Last time the partners debated 
converting to a public company, back in 
1996, the maths did not stack up. This 
time, it looks much more attractive. 

Superficially, the prospect of fewer than 
200 partners splitting $7bn - the relevant 
figures in 1996 - might have seemed 
appealing. But if Goldman was to thrive 
after converting from a partnership, other 
interests would have had to be squared. 
Former employees with capital still in the 
business would have had to be bought 
out. Young thrusters who bad yet to make 
partner would have needed compensation 
to keep them on board. Even newish part- 
ners who had not yet built up big capital 
accounts would have demanded a bribe. 
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At the time, with rivals like Morgan Stan- 
ley trading on about VA ttmea book value, 
the pie was just not big enough to satisfy 
everybody. 

As a result of the hull market, all these 
interests am now be satisfied. Goldman 
might trade on 3 % times book which, 
given that its capital base has also 
Increased, would make it worth around 
$22bn. 

But just because the maths stack up 
does not *np«w conversion is the right 
move. Abandoning the partnership could 
easily damage Goldman’s culture. Those 
pushing for change need to show that the 
strategic gains from having a public cur- 
rency - say the ability to make biggish 
acquisitions — would mare than compen- 
sate. 

Pharmaceuticals 

Call it consolidation by stealth. In an 
industry renowned for mergers and acqui- 
sitions, a small group of companies - 
almost all of them from the US - is 
steadily growing its way to dominance. 
Eli Lilly, Merck, Pfizer and Warner-Lam- 
bert are producing double-digit sales gains 
and earnings growth of 15 per cent or 
better, and still investing heavily in new 
products. 

If Pfizer had merely increased its 
research and develop m en t and marketing 
spend in line with revenues, its first-quar- 
ter e arning s would have grown by over 30 
per cent But given the drug industry's 
high returns, it makes more sense to rein- 
vest the cash from today’s big sellers to 
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come up with t om orrow's blockbusters - 
a textbook virtuous circle. 

The 7 per cent jump in Pfizer's shares 
cm positive (but vary early) prescription 
data for its new Viagra impotence ptH 
shows how hi ghly the market rates such 
internal growth. By contrast, those with 
sluggish sales are having to restrain 
inve stment to show acceptable earnings 
growth. Both Phar macia & Upjohn and 
Rh&ae-Poulenc cot R&D last year. Over 
time, that cannot hut widen the gap 
between the industry's elite and the rest 
Already, the world’s top 35 drug compa- 
nies account for 50 per cent of sales but 85 
per cent of R&D spending. By that logic, a 
top drug stock may Indeed be worth 35 
times thin year's e a r ni ngs. But in ves tors 
buying at these levels better make sure 
they really have picked a winner. 

Royal Dutch/Shell 

It is in keeping with Royal Dutch/ 
Shell’s new culture of change that it is 
about to ask shareholders to authorise a 
share buyback, even thoug h Dutch tax 
law remains prohibitive. Indeed such a 
move should be commonplace at annual 
meetings in the Netherlands this year 
because the law may well change within 
the next 12 months. Although Royal , 
Dutch has substantially increased its 1 
investment in the past year, farming' its 
cash board into a low level of net debt, it 
has also rightly talked about buying back 1 
shares. Its haiam-p sheet remains s tr ong 1 
enough tO do both. 

How much stock to buy in is another 
matter. Buying 10 per cent of its equity 
would cost nearly $20bn. That would take 
its ratio of total debt to capital employed 
to more than 40 per cent, though net debt 
to e nt erprise value would still be under 15 
per cent But even an initial 5 pa- cent 
and the all-imp orta nt demonstration of a 
modernised altitude to shareholder value 
should be good news for the stock. 

Other Dutch or AngloDulch c ompanies 
that might consider share buybacks 
tn r fridp the anting KLM and Unilever, the 
foods group. Whether or not they actually 
jump on a pan-European bandwagon 
which, according to Morgan Stanley, 
could deliver $50tm to shareholders next 
year is less important than the knowledge 
that cash nppd no longer bum a hole in 
the board’s pocket 


By Paul Abrahams fa Tokyo The dire data helped keep pressure 

— - — — on "the yen, which closed in Tokyo at 

Japanese wholesale prices fell 2JL per Y13JL05 against the dollar. The yield 
cent year on year in the first 10 days on the benchmark 182nd government 
of April prom p ting fears t hat the bond fell from L515 per cent to 1-495 
world’s second largest economy per cent 

could be sbppiDg into a deflationary The weak domestic econo my le a to 
spiral a 10 per cent plunge in imports last 

D eflationar y farces were given fur- month, a big factor in the 56 pa- emit 
toer impetus by a 7.4 per c pn* drop rise in trade surplus. It was the 12th 
in import prices, caused by weak oil consecutive month the surplus had 
prices and the collapse of Asian cur- risen. The size off the surplus with 
rencies. the US has been a source of friction 

The wholesale price data and between the two countries, 
another substantial increase in the The surplus reached Yl,252bn. as 
trade surplus in Mawh, are gyp*****! imparts crumbled 10.7 per cent to 
to increase pressure on Japan to Y3«338bn. Those from the European 
take effective measures to boost its Union MI 15.6 per cent, from Asia 
economy. De tails of the govern- 72 per emit and the US fell <X2 per 
meat's latest Yl6,000bn ($i23bn) eco- coat Import growth was held back 
nomic stimulus packag e are d ue to by a 34 per rant fall in oil imports, 
be released this week. Deflation is caused by weak commodity prices, 
the do w n wa rd spiralling of prices Export growth continued to deed* 
which discourages consumers from erate rapidly, with exports up just 
spending because the same goods 1.1 per cent at Y4,591bn. While 
will later be available more cheaply, exports to the US and EU rose 5.6 
Boosting <vm«nTmpr expenditure has per cent and 21 per cent respectively, 
been one of the mam demands of those to Aria Ml 13 per cent. 
Japan’s overseas critics. ' The surplus with the EU 


than doubled, up 180 per cent at 
Y3S6bn, and was 19 per cent op whft 
the US to Y449ba The surplus with 
Asia fell 2S per cent to Y464hn,.-. 

The gloomy economic tone ypag 
underlined by the Japan Iron and 
Steel Federation which warned'fiiat 
Japan's steel output in. the second: 
quarter would total only 22.7m 
tonnes, the lowest level for 27 years 
The collapse in steel prices 'm a 
contributory factor to the price-data, - 
said ihe Bank of Japan. 

Eiicbiro Kinoshita, m a na g er off the 
BoJ’8 Osaka branch, said it was “an 
exaggeration to say a classic defia- 4 
turnery spiral has begun”. However, 
Maseru Hayami, Bank of Japan'gov- 
ernor, admitted consumer demand 
re mained weak, output was down, 
unemployment rising and wage \ 
growth subdued. 

Mr Hayami’s downbeat assessment 
was s u p po rt e d by reports from BoJ . 
regional branches, which indicated 
several regions had slipped into, 
recession. - i. . 
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Tenders may signal change in g 
Japan’s shareholding culture 


By Paid Abrahams In Tokyo 

In the past four days, two western 
companies, NCR, the US data ware- 
housing and computer group, and 
H a UK machinery company, have 
launched tenders for the Shares they 
do not already own in their Japanese 
subsidiaries. 

At first gfamre. these rare exam- 
ples of open tenders in Japan seem 
merely opportunistic, the companies 
taking advantage of the deeply 
depressed share prices of their Japa- 
nese subsidiaries. 

But they may also signal a long 
awaited change in Japanese share- 
holding culture. If the tenders suc- 
ceed, they win in dicate that Japa- 
nese investors are beginning to be 
willing to sell their holdings wbea 
they are digaattefled with a compa- 
ny’s pe rform ance rather than dog- 
gedly remain loyal . 

Hugh Trenchard, director in 
charge of Japanese investment bank- 
ing at Robot Fleming, the advisers 
to IT Group, said yesterday: “There 
are certainly more deals in the pipe- 
line. Japanese financial institutions 
are under financial pressure and are 


faiTVirig about things that months 
ago they were reluctant even to con- 
rider.” 

Yesterday, TI said it was tende ri ng 
for the 50 per cent of Japan Marine 
Technologies it did not hold. The 
acquisition of the marim » seal manu- 
facturer would cost a maximum erf 
OZ8m. ($2L4m). 

It followed the announcement last 
week by NCR that it intended to pay 
about$300m to acquire the 30 per 
cent of NCR Japan it did not already 
own. 

Although NCR and TI insist their 
offers are driven by strategic rather 
than fmanrfai considerations, the 
economics of the daaia are compel- 
ling. 

The collapse of the Japanese stock 
market means many quoted compa- 
nies are trading near their break- up 
value. 

NCR and TI are each paying sub- 
stantial premiums above the dosing 
price of their subsidiaries prior to 
the deals’ announcements, but the 
offer prices are still substantially 
below recent highs. 

TI is offering Y580 a share, com- 
pared with a peak in January 1996 off 


Y3.060. NCR is offering Y607 a share 
against a 1996 peak of TTl,06&- 
The management of NCR's Japanese 
subsidiary has recommended the 
offer. 

The deals could also open Japa- 
nese investment handlers' eyes to 
other possible benefits from opportu- 
nistic tenders. 

Both of the targeted Japanese sub- 
sidiaries have subs tantial amounts 
of cash in their balance sheeta. If the 
tenderers are successful, they will 
gain control of that cash, which can 
be used to offset the outlay for the 
share purchases. 

NCR is offering about Y40bn 
($308m) for the outstanding shares in 
its Japanese subsidiary which had 
net cash of Y29.6bn in December. Mr 
Martin Angle, finance directin' at TI 
said that Japan Marine Technologies 
had cash of about ElQm on the bal- 
ance sheet The subsidiary generated 
pre-tax profits off £likn on sales of' 
£UL5m last year. 

SBC Warburg, the UK investment 
bank, estimates there are 136 nan- 
financial companies on the first sec- 
tion of the Tokyo stock exchange 
with net cash. 


This aaaouuLeuienz appears as a matter of record only. 
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Europe today 

Much of Scandinavia wBI be dry 
and sunny, although Finland and 
Denmark wU be cloudy with rain. 
Germany and eastern Europe win 
also be cloudy with rain, but 
western Russia should be dry and 
bright The Alps will be doudy and 
showery, but Franca and the Low 
Couitries wffl be dry with hazy 
sunshine. Showers across northan 
Africa may move Into southern 
Spain and Portugal this afternoon. 
The north-west of the Iberian 
peninsula wffl have rah this 
evening, but the rest of die 
Mediterranean win stay dry and 
sunny. 

Five-day forecast 
A bond of showery rain wffl move 
across the Iberiwi peninsula 
tonight and tomorrow. Low 
pressure wfl move east across the 
Mediterranean, reaching Greece by 
Friday. The rest of Europe wfll have 
a settled week with very little rain 
and 6oma fine surary spefis. 
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£300,000,000 7.125 per cent. Bonds due 2005 
£200,000,000 7.375 per cent. Bonds due 2017 


HSBC Markets Merrill Lynch Inter national 


US$1,800,000,000 

Cable & Wireless Communications pic 

US$750,000,000 6.375 per cent. Notes due 2003 
US$650,000,000 6.625 per cent. Notes due 2005 
US$400,000,000 6.750 per cent Notes due 2008 
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Italian manager plays new game 

Instead of promising to 
bring honour and glory 
to his team by splashing 
out on the best players, 
Gulseppe Gazzoni (loft), 
president of Bologna 
football club, has made 
an earthbound pledge; 
to run the dub as a 
profitable business, 
capable of surviving the 
rigours of the elite Serfs 
A division while paying a 
regular dividend to its owners. A three-year budget 
tor spending on players has been set and wifi not 
be broken. Gazzoni represents a new kind of 
owner in Kalian football Page 34 

More concern at Coopers merger 

The Financial Services Authority, the UK’s most 
powerful monetary regidator, still has concerns 
about the planned S13bn merger of accountancy 
firms Price Waterhouse and Coopers & Lybrand, In 
spite of the fact that the deal has been cleared by 
European Union authorities. Page 33 

Prague falters on June poll 

, Instead of suffering from Asian fallout the Czech 
Republic's PX-50 bowse has reflected political 
events since the government fell in November. 
Sentiment firmed when the governor of the central 
bank was appointed caretaker prime minister this 
year. But uncertainty has returned with the fear 
that the forthcoming June elections will not pro- 
duce a dear winner. Page 48 

Bid to put fizz back in phosphates 

Phosphate, tire chemical that helps put the bubble 
in a bottle of pop, is regaining its fizz after more 
than two flat years. Albright & Wilson, the UK com- 
modity chemicals group that leads the world in 
Industrial phosphates, has pushed up the US cost 
of phosphoric acid. Page 38 

ABN Amro still looks to France 

ABN Amro, the Dutch bank, said it was stifl hoping 
to him France into one of its home markets, in 
spite of the failure of its bid for C1C this month, 
which went to French competitor Credit MtrtueL 
ABN Amro said it was still on the lookout for large 
acquisitions that would establish It as a leadng 
force In European markets. Page 33 

: Frankfurt closes at record peak 

The high-tech and banking sectors shone as 
Frankfurt's Xetra Dax index gained 81.30, or 1.5 
per cent, to dose the session at an all-time high of 
. 5,407.93. In hlgh-techs, SAP, the software group, 

) surged DM38.40 to DM838.45 on expectations 
that ft would report good first-quarter results 
today. Europe report. Page 48 

Indian edible oil prices up 20% 

Prices of edible ofls in India have risen more than 
20 per cent since January as the winter production 
of oitfeed crops had been forecast to fall from 
9.72m tonnes last time to 8.47m tonnes. Page 38 
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VW steps up 
campaign 
to acquire 
R-R Motors 


By Graham Bowtey in Hanover 
and Roger Taylor In London 


Gerhard Schroder, premier of 
Lower Saxony, has held talks 
with Tony Blair, the UK prime 
minister, to put the case for 
Volks wa gen’s bid for 
Rolls-Royce Motor Cars. 

The move indicates the Ger- 
man carmaker’s determination 
to halt the sale of the luxury 
carmaker to its rival BMW. 

Mr Schroder, the Social 
Democratic party’s candidate 
challenging Chancellor Helmut 
Kohl in Germany’s general, 
elections this year, met Mr 
Blair at a gathering of interna- 
tional socialists in London a 
few weeks ago and put the 
case for VW’s bid. The north 
German state of Lower Saxony 
is VW’s largest shareholder 
and Mr Schroder is an VW’s 

supervisory board. 

Downing Street last night 
said it had no record of a con- 
versation between Mr Blair 
and Mr Schroder relating to 
VW’s hopes of acquiring 
Rolls-Royce Motors. It said the 
two men met most recently for 
“only a few seconds" on the 


eve of the European Union 
enlargement conference in 
mid-March. 

Lower Saxony officials said 
Mr Schroder had met JMr 
Blair in London but could not 
iw i fir n i that the two men h n ri 
discussed Rolls-Royce. 

Vickers, the UK engineering 
group, agreed this month to 
sell Rolls-Royce Motor Cars to 
BMW for £84Qm ($563m) after 
VW, which was also negotia- 
ting with the company, refused 
to increase its offer. Any sale 
must be approved by Vickers' 
shar eholders. 

This Saturday, VW's super- 
visory board is meeting to dis- 
cuss an improved £37Qm offer 
tor Rolls-Royce. The company 
is set to approve the higher bid 
with other inducements. 

In a change of heart, VW 
management have accepted 
that Rolls-Royce would remain 
an independent company 
rather than being brought 
under the control of Audi, 
VW’s luxury car arm. There 
were fears that, if VW suc- 
ceeded, Rolls-Royce production 
would be transferred to Bav- 
aria. where Audi is based. 



Gerhard Sdvfidar, premier of Lower Saxony, VW’s l a rge st shareholder, 
is helping the company outmanoeuvre BMW’s bid tor R-R motors. Raders 


It is also offering to buy Brit- 
ish gn grnwa from Cosworth, the 
subsidiary of Vickers, for the 
new Rolls-Royce model, fitted 
with BMW engines. VW is also 
prepared to enter negotiations 
for Cosworth. 

A renewed VW bid would 
include a plan to raise output 
of Rolls-Royce cars to 10.000 
units a year, which exceeds 
BMW's plans. 

VW has accepted that it has 
to offer more than BMW 
because of its rival's existing 
close linfoi to Rolls-Royce and 


Rolls-Royce pic, the aero- 
engine manufacturer that for- 
merly owned the car company. 

The aero-engine company 
can withhold the Rolls-Royce 
name if the car company is 
bought by a non-UK company. 
It is happy for the company to 
go to BMW, with which it has 
a joint venture, but has not 
said the same about VW. 

Vickers has asked the Euro- 
pean Commission to rule that 
any attempt to favour one bid- 
der over another would be 
anti-competitive. 


Deutsche steps 
up expansion 

Asset management division targets 
growth in US, Europe and Japan 


By Jane Martinson, 

Investment Correspondent 

Michael Dobson, the head of 
Deutsche Bank's asset man- 
agement business, is to step np 
the group’s expansion efforts 
in Europe and the US to 
ensure it remains a leading 
player in the rapidly consoli- 
dating industry. 

After conducting a strategic 
review of Deutsche’s combined 
asset management division 
since he took control earlier 
this year, Mr Dobson believes 
recent mergers and takeovers 
In the industry have increased 
the stakes for groups that aim 
to be global leaders. 

He wants the division, which 
has assets of DM46Dbn 
(•2581m). to remain one of the 
largest fund management 
groups in the world. The divi- 
sion, currently ranked just 
outside the top 10 , was formed 
in January from the combina- 
tion of Deutsche Morgan Gren- 
fell, the group's predominantly 
institutional business in Lon- 
don, and DWS, its German 
mutual fund business. 

“This business is well diver- 
sified but there are also some 
gaps which we want to look at 
filling as we go forward in the 
next few years," Mr Dobson 
said yesterday. 

Continental Europe outside 
Germany tops the list of target 
markets, followed by the US, 


where the group manages 
SGQbn. 

Mr Dobson has also identi- 
fied growth opportunities in 
Japan. 

Analysts have questioned 
whether the group could cre- 
ate a truly global company 
without making an acquisi- 
tion. Neil Crowder, an analyst 
at Goldman Sachs in London, 
said: "It would be fairly diffi- 
cult to get a meaningful pene- 
tration of the US market 
organically.” 

Mr Dobson, a member of the 
Vorstand, the bank's executive 
board, said that the group was 
keen to look again at pur- 
chases. “We haven't found 
anything in the post because 
we haven't found the right 
opportunity. That’s something 
1 want to revisit.” 

He has top level support 
from the bank, which made a 
DM2.5bu provision as part of 
January’s reorganisation. 

The division’s newly formed 
executive committee will meet 
tomorrow for the first time to 
discuss expansion plans and 
its efforts to further integrate 
the two largest businesses. 

The committee will look at 
"quick wins” in areas such as 
sales and marketing and prod- 
uct development. There are 
also back office cost savings to 
be made although Mr Dobson 
said the emphasis would not 
be on job cuts. 


Liffe leads 
with plan 
for euro 
derivatives 

By Edward Ian in London 


The London International 
Financial Futures and Options 
Exchange yesterday stole a 
march on its competitors with 
plans to launch the first deriv- 
atives contract to be denomi- 
nated in the future single 
European currency. 

The move, which follows a 
fiercely competitive challenge 
over the last year from the 
Deutsche TennlnbOrse. Liffe’s 
Frankfurt-based competitor, 
coincides with the end of a 
two-day Liffe board meeting 
today which is expected to 
agree on radical alterations to 
the structure of the ex change . 

An official at Liffe yesterday 
said the new contract would be 
launched on April 30. just 
before European leaders meet 
in Birmingham to decide 
which countries qualify for the 
first wave of European eco- 
nomic and monetary union. 

The contract win. be a future 
based on three-month euro- 
denominated interest rales - 
expected to be the most 
heavily traded instrument 
after monetary union. 

The contract will enable 
users to hedge against unex- 
pected gyrations in the prime 
interest rate. It will have 
exactly the same delivery and 
pricing characteristics as the 
existing E ur um a rk futures and 
Eurolira contracts so that trad- 
ing in both currencies can 
merge smoothly into one mar- 
ket after they have been 
replaced for trading purposes 
by the euro next January. The 
contract will be priced in Ecu 
unto January 1998, after which 
it will convert into the euro at 
a rate of one-to-one. 

Brokers in London yesterday 
applauded Liffe’ s decision to 
launch the euro Interest rate 
contract in advance of its main 
competitors. “Liffe is starting 
to fight back,” one broker Bald. 

Liffe has attracted growing 
criticism in recast months for 
failing to respond swiftly 
enough to the challenge from 
the DTB and Its French and 
Swiss-based alliance partners, 
Matif and Soffex. The DTB, 
which champions electronic 
trading against Liffe’s tradi- 
tional “open outcry" floor trad- 
ing system, has won more 
than 70 per cent market share 
in the key futures contract on 
the 18-year German govern- 
ment bond. Just 13 months 
ago, Liffe had a 70 per cent 
share of the market 

However, Liffe is expected 
this week to announce changes 
to enable the exchange to 
respond more swiftly to com- 
petition from the continent 
Liffe has also announced plans 
to set up a daytime electronic 
trading platform by the end of 
1999. The board of directors 
could decide to bring this for- 
ward at today’s board meeting. 


FINANCIAL SERVICES GROUP ATTRIBUTES STRONG PERFORMANCE TO CROSS-SELLING OF PRODUCTS 




Travelers enjoys record $lbn first quarter 


By Tracy Corrigan In Now York 


Travelers Group, the US 
financial services group which 
earlier this month agreed to 
merge with Citicorp, yesterday 
reported record first-quarter 
earnings of just over $lbn. 
beating analysts’ estimates. 

Sanford Weill, Travelers’ 
chairman and chief executive, 
said the strong performance 
demonstrated the “company's 
ability to cross-sell financial 
products and services manu- 
factured by one unit through 
the distribution network of 
another". 

Although the planned SlTObn 
mega-merger with Citicorp 
was well received by Wall 
Street, some analysts have 
expressed scepticism about the 
new Citigroup’s predictions 


that it will add flbn to earn- 
ings by the end of 1999. largely 
as a result of cross-selling each 
other's products. 

Mr Weill yesterday defended 
the company’s record on cross- 
selling through its subsid- 
iaries. “You should note that 
Commercial Credit loans. 
Travelers’ auto and home- 
owners insurance, Salomon 
Smith Barney mutual funds 
and Travelers’ annuities are 
increasingly important prod- 
ucts sold through Primerica 
representatives. Travelers’ 
annuities, life insurance and 
long-term care insurance are 
Increasingly sold by Salomon 
Smith Barney. 

“In each of these examples, 
the product is especially 
designed for the nniq im Twy ris 
of the distributing unit’s cus- 


tomer base. We believe this 
avoidance of mass production 
- or the so-called ’supermar- 
ket* approach - is the primary 
factor that has made our com- 

Traveters Group 
Stare prfce(B 



1997 


pany*s cross-selling efforts so 
successful” 

Mr Weill added: “We feel 
we’re really good [at cross-sell- 
ing] and with Citi well be able 
to do the same thing with a 
much bigger client base.” 

Same Krawcheck, analyst at 
stockbrokers Sanford C Bern- 
stein, said that the projected 
earnings growth from Citi- 
group required only small 
a ddition s of market share. 

Travelers reported first-quar- 
ter earnings of 84 cents a 
share, up from 66 cents a year 
ago, on record revenues of 
$l0.4bn- Primerica Financial 
Services and Travelers Life 
and Annuity each produced 
record operating earnings of 
294.8m and 8118m respectively. 

Salomon Smith Barney 
reported operating earnings of 


3502m on net revenues of 
$3.lbn. Its return on equity 
was 23.1 per emit. 

“The quarter shows that 
Salomon Smith Barney has 
really come together as a com- 
pany,” said Jeffrey Lane, vice- 
chairman of Travelers Group. 

“We believe that we are just 
starting to scratch the surface 
of the opportunities." 

On the snbject of acquisi- 
tions, Mr Lane noted “[Mr 
Weill] is a strategic genius. 
You never know when [an] 
opportunity is going to become 
available." 

Mr Weill added: “From a 
global point of view, we’ve 
done the big deal. From a local 
point of view, it may make 
sense [to make acquisitions] 
that increase market share in 
a particular region." 


Asia crisis cuts 
net profits at 
Bangkok Bank 


By Ted Banfacks ta Bangkok 


Bangkok Bank, Thailand’s 
largest commercial bank, yes- 
terday kicked off the sector’s 
first-quarter reporting season 
with a 98 pa* cent toll in net 
profits. The announcement 
came as the bank prepared to 
price a new share issue that 
could bring in $lbn. 

Net profits tumbled to Bt74m 
(Sl.Sm) from Bt5-Q2bn tn the 
first quarto: last year, as the 
bank Increased first quarter 
provisions to Bt7.7bn from 
RtiBfrn last tnnA- 

Many Thai banks, reeling 
from the country’s financial 
crisis, are expected to report 
losses for the quarter because 
of high provisions against non- 
performing loans which have 
soared since the economic 
downturn. 

Last yttonth , the Thai Cen- 
tral Bank introduced strict 
new loan classification rules 
designed to bring local bank- 
ing regulations up to interna- 
tional standard. These new 
regulations are expected to 
push Thai banks to raise an 
additional BtZOObn in new cap- 
ital this year alone to repair 
their balance Aheafai 

Total provisions at Bang k o k 
Bank now stand at approxi- 
mately 8 per cent of total 
loans, according to brokers 
ING Barings. They forecast the 
bank will make an additional 
Bt3EL2bn in provisions by the 


end of the year tn bring them 
to RS per cent of total loans. 

The bank said its results 
showed it “intends to take a 
prudent approach to provision- 
ing" while it begins a number 
of -new initiatives to improve 
Us liquidity, efficiency, asset 


quality and public confidence”. 

Foremost among these 
moves is an attempt to raise 
capital by issuing 400m new 
shares to International inves- 
tors in a global offering coor- 
dinated by Morgan Stanley 
Dean Witter. Subscription 
ended yesterday and brokers 
reported strong interest The 
shares are expected to be 
priced on Friday and the 
bank's target price is BtlOO a 
share. Earlier this month Thai 
Farmers Bank, Bangkok 
Bank’s main rival, raised 
$85 7m from international 
investors. Bangkok Bank is 
understood to have asked 
some Asian financial institu- 
tions to take minority stakes 
in the bank via a large sub- 
scription to the new shares. 

Among those approached by 
Chatri Sophonpanich, execu- 
tive chairman , is the Bank of 
China. It was offered a lG per 
cent stake during a meeting 
last week between Mr Chain, 
Chinese premier Zhu Rongji 
and Thailand's deputy prime 
Minister Supachai Panitch- 
pakdL 

China Development Corpora- 
tion of Taiwan has also been 
approached. Last month, 
China Development bought a 
controlling stake in Bangkok 
First Investment, p. finance 
company subsidiary of Bang- 
kok Bank, tor Bt625m. Bang- 
kok Bank has been shedding 
control of a number of finance 
company subsidiaries ahead of 
its capital raising: programma. 

Temasek Holdings, an 
investment aim of the Singa- 
pore government, said last 
week it was also considering a 
io per cent stake in Bangkok 
Bank. 
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£630,000,000 
General Healthcare Group 


£ 390 , 000,000 
Senior Term ‘A’ Loan 

£ 90 , 000,000 
Senior Term ‘B’ Loan 

£ 40 , 000,000 
Senior Term ‘C’ Loan 

£ 80 , 000,000 
Revolving Credit Facility 

£ 30 , 000,000 
Capital Expenditure Facility 


BT Alex. Brown 
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Appointment stems fail in Cendant shares 


By John Anthers m New York 

Cendant, the US direct 
marketing company whose 
share price almost halved 
last week tn the wake of its 
announcement that it had 
found “potential accounting 
irregularities", yesterday 
appointed a new chief finan- 
cial officer for its Affiance 
Marketing division, where 
the problems took place. 

It was part of a concerted 
^mp^gn to regain the con- 
fidence of the stock market 
This appeared effective, with 

Low metal 
prices hit 
Canadian 
producers 

By Scott Morrison in Taranto 

Low metal prices contri- 
buted to a sharp drop in 
first-quarter results at Cana- 
dian mining groups Cominco 1 
and Faloonbridge. 1 

Cominco, the zinc, lead , 
and copper producer, made a ! 
net loss from continuing 
operations of C$3m I 
(US$2Jjn), or 3 cents a com- I 
men share, for the quarter. 
That compared with net 
earnings of C$24m, or 28 
cents, last time. Sales reve- 
nues fell 9 per cent to 
C$379m- 

The company said that 
reduced Asian demand con- 
tributed to the revenue 
6HL 

The company's share price 
rose 20 cents to C$25.45 at 
mid-session yesterday. 

Faloonbridge, the nickel 
and copper prodneer. 
reported earnings of d&2m, 
or 1 cent a common share, 
for the quarter. 

Analysts had expected 
earnings of 3 cents. Last 
time eamlng s were C$46. lm, 
or 26 cents. 

Revenues were C$443m, 
almost C$60m lower than 
last year, while operating 
income fell C$65m to CSlOm. 

The shares, which have 
fallen from C$33 In 1997, 
were unchanged at C$22.00 
at mid-session yesterday. 


Cendant 's shares gaining 
more than 10 per cent in 
early trading, up $2% at 

$23ft. 

The company continued to 
be by &r the most heavily 
traded stock on the New 
York Stock Exchange, as It 
has been since its announce- 
ment last Wednesday. Its 
share price remains more 
than 40 per cent below the 
$42 level of two weeks ago. 

Michael Wargotz, the 39- 
year-old former hea d of 
investor relations for HFS, 
which merged with CUC 


International last year to 
form Cendant, will now be 
chief financial officer of the 
Affiance Maricatiwg division. 
Mr Wargotz, who had previ- 
ously worked at Price Water- 
house and American 
Express, is a specialist in 
investor relations. 

His appointment signalled 
another move to ensure t hat 
financial controls of the 
company test with former 
HFS executives, as the Affi- 
ance Marketing division was 
formerly part of CUC. Cosmo 
Corigliano, former chief 


financial officer of CUC, was 
dismissed last week. 

Cendant also tried to stem 
speculation that It would be 
unable to complete two large 
acquisitions announced last 
month - the $3.1bn stock 
swap to buy American Bank- 
ers Insurance of Miami, and 
the $L3bn cash purchase of 
National Parking Corpora- 
tion of the UK. 

Gerald Gaston, American 
Bankers chief executive, said 
yesterday that the account- 
ing irregularities at Cendant 
had been addressed, and that 


he expected the merger to be 
completed by the end of the 
sunnnfir. 

The merger has already 
been delayed, as Insurance 
regulators in Florida want to 
see Cendant's restated 
accounts before clearing it 

Cendant said Chase Man- 
hattan, the administrative 
agent tor its bank facilities, 
had received waivers from 
the company's syndicate 
banks covering $2hn of loan 
facilities. An additional 
$1.5bn of committed bank 
lines were available under 


separate facilities, while 
Chase had committed to pro- 
vide $L5bn to fund the cash 
portion of the ABI purchase. 

The waivers were required 
following: the announcement 
that Cendant would restate 
Its 1997 accounts. 

Henry Silverman, Cendant 
chief executive, said the 
money remained available 
for. funding the National 
Parking acquisition. He said 
Cendant's share price was 
"not relevant” with respect 
to the ABI deal until 10 days 
before it closed. 


Restructured 
Whirlpool 
advances 58% 


AT&T faces $1.2bn 
charge over job cuts 


By Christopher Pries 
| h San Francisco 

AT&T, the US telecom- 
i munications group, yester- 
day said it was likely to take 
a charge of up to $L2bn in 
the second quarter as it 
strives to reduce its 120,000 
workforce. 

It has written to 46,000 
managers offering voluntary 
retirement, and Michael 
Armstrong, chairman and 
chief executive, said he 
expected about 10,000 to 
accept 

He added that the cost 
would be largely offset by 
the gain from the sale of 
Universal Card Services, the 
group's credit card business, 
which was sold earlier this 
month to Citicorp for $3Ahn. 

The announcement came 
as AT&T unveiled a 29 per 
cent rise in first-quarter 


earnings, ahead of market 
expectations. It reported 
earnings from continuing 
operations of 80 cents a 
share, or net income of 
$2-3bn, compared with 67 
cents, or JLlhn, last time. 
However, operating income 
declined from $1.6 bn to 
fLflbn. 

The earnings included a 26 
cents gain from the sale of 
assets, and a 23 cents charge, 
or $601m. against software 
bought for accessing a par- 
ticular part of the local call 
market which, the company 
has decided not to pursue. 
Excluding gains and 

charges, naming s per share 
were 77 cents. 

Revenues were slightly 
higher at $12.6bn against 
S12.5bn, underlining the 
company's keenness to 
reduce costs. Mr Armstrong 
said the likely result from 


the second-quarter charges 
and gains would be 
of between 80 cents and 82 
cents a share, a 40 per cent 
rise on the same period a 
year ago. 

The reduction In the work- 
force would help generate 
savings this year of $1.6hn. 
By the end of next year, 
AT&T expects to have costs 
from sales and administra- 
tion down from 27 per cent 
of revenues to 22 per cent 

The effort to reduce costs 
comes against tha continu- 
ing decline in the group's 
traditional telecoms market 
Revenues from consumer 
services declined 5 per cent 
to $5.6bn. due to access 
charge reductions and a pol- 
icy of targeting higher-value 
customers and less 

profitable oiks. 

However, there were 
strong performances from 




HBchael Armstrong: expacts ‘modo s t* revenue growth 


AT&T’s value-added ser- 
vices. AT&T Solutions, for 
example, which offers 


Mr Armstrong expected 
“modest" revenue growth In 
the third and fourth quar- 


systems Integration services, ters, to be driven largely by 
increased revenues 2 1 per cost reductions and some 


cent to $228m. 


volume Improvement 


BjNikJdTatt 

ta Chicago 

j Better results from its 
European operations and a 
strong performance in its 
core North American market 
helped Whirlpool, the big- 
gest manufacturer of large 
borne appliances in the US, 
to post a 58 per coat recov- 
ery in first-quarter profit 
from continuing operations, 
at *68m after tax. 

The comparable figure for 
the first three months of 
3997 was $4Sm. 

The results follow an over- 
haul of Whirlpool’s 
operations last year, when It 
announced some 4,700 job 
cuts spread across Europe, 
Asia and North America, 
and decided to pull out of 
two joint ventures in China. 

The company said yester- 
day there had been contin- 
ued productivity .improve- 
ments In its North American 
business, leading to higher 
margins and record profit 
levels. 

Sales for the quarter were 
“very strong" and the com- 
pany said It was now looking 
for a 2 per cent increase in 
industry shipments this 
year. Two months ago. when 
it reported 1997 earnings. 
Whirlpool talked of a slight 
downturn in US appliance 
industry cMpmgnts in 1996. 

Sales for the three months 
to the onrii of March were 
$2.46bn, up bom SL99bn last 
time - although this largely 
reflected the consolidation of 
Brasmotor, the Brazilian 


CanWest to contest terms of rival C$975m offer for WIC 


By Scott Morrison 

CanWest Global, the Cana- 
dian broadcaster that had 
offered C$710m for WIC 
Western International Com- 
munications, said yesterday 
it would contest the terms erf 
a rival C$975m agreed offer 
by Shaw Communications, 
the cable-TV provider which 
also owns radio stations. 


Arguing that the Sbaw- 
WIC agreement was 
“improper", CanWest said it 
had applied to securities reg- 
ulators to set aside WIC's 
aggreement to sell its radio 
assets to Shaw, which has an. 
option to acquire WIC’s 12 
radio stations for C$160m 
even zf its foil offer is topped 
by a rival bid. 

CanWesfs offer was set to.. 


expire last night, but the 
company was due to make a 
further statement regarding 
Us cash bid for WIC. Observ- 
ers have suggested that 
CanWest may increase Its 
bid for WIC, which also oper- 
ates nine television stattans- 
WIC also owns 54 per cent 
of Canadian Satellite Com- 
munications and 10 per cent 
of ExpressVu, a direct- ta- 


il ame television service. Jim 
Shaw, the company's chief 
executive, said the deal 
would create a stronger, 
more diversified group. 

Canadian broadcasters 
have been jockeying to con- 
trol an ever-laiger segment 
of the country's airwaves. 
Once limited to regional con- 
cessions, broadcasters such 
as WIC, CanWest and Baton 


Broadcasting have 
encroached an each other’s 
turf in a bid for . national 
market share. 

Shaw, which already owns 
49.9 per cent of WICs voting 
shares, was seen as the only 
broadcaster with the means 
and interest to compete 
against Can West's offer. 
Analysts, however, had pre- 
dicted that Shaw and Can- 


West were more likely to 
negotiate a new ownership 
structure than risk a pro- 
longed battle. 

CanWesfs offer was sur- 
prising as its C$39-a-share 
offer put an equal value on 
both WIC's voting and non- 
voting shares. The company 
7wti also threatened to sue 
for the right to convert its 35 
per cent non-voting shares 


into voting shares. 

WIC's controlling Griffiths 
fiunily has agreed to sell its 
voting shares to Sbaw and 
another broadcasting con- 
cern, the Allard family, for 
C$9lmu That left CanWest 
with a block of non- voting 
shares while Shaw and the 
Allards assumed control of 
WIC’s limited number of vot- 
ing shares. 


This announcement appears as a matter of record only. 

Citibank is pieased to announce 
the expansion of Securities Services in 
Central and Eastern Europe 

Citibank Romania 

now provides Safekeeping, 
Clearance and Settlement, 
Corporate Actions, Proxy Services 
and Settlement Bank Services 
for Broker Dealers and Investors 

in the Local Market 


For further information, contact: 

Aftab Diwan, Citibank Romania, (401) 203-5216 
Theodore Roubos, Citibank London, (171) 508-1343 


Worldwide 
Securities Services 


CmBANiO* 


VA Technoiogie AG is a tech- 
nology-based engineering group 
based in Austria. The Grotg) is 
active worldwide as a systems 
supplier in Metallurgical Enginee- 
ring, Energy and Environmental 
Engineering aid Plant Enginee- 
ring and Services. 56,95 % of its 
shares are floated on the Vienna 
Stock Exchange. Furthermore, 
, VA Technoiogie AG is quoted in 
London via SEAQ. 

* Business Development 
In 1997 

’-Compared to the year 1996 the 
= key figures are as follows: 

■ ProfH from ottfhary activities 
up 10 % 

• Net profit rose by 7 96 

• Turnover Increased by 15 % 

• Order intake maintained at 

1996 level despite crisis In Asia 

• Order backlog up 15 % 

As in the previous years 
VA TECH showed again a balan- 
ced business and regional port- 
folio. 

Metallurgical Engineering sho- 
wed strong growth In earnings. 
Energy and Envir on men ta l En- 
gineering grew in volume and 
earnings whfle Thermal Power 
Generation was restructured; 
Plant Engineering and Services 
was also under restructuring. 

Continous value generation 

in 1997 VA7TECH achieved a 
Return of 12.4 % on a Capital 
Employed of ATS 15.1bn (ROCE 
1996: 12.6 %). The Weighted 
Average Cost of Capital for the 
VATECH Group is 10.2 96. The 
Economic Value Added amoun- 
ted to ATS 333m ki the period re- 
ported (1996: ATS 334m). The 
Retren on Equity was at 19.3 %. 

700 new patent applications 
Product and process hnovabon 
at ATS l.lbn was again higher 
than tangible fixed asset invest- 
ments. VATECH owns about 
5X00 patents and patent appli- 
cations with 700 new patent ap- 
plications in 1997. 20 96 of the 
order Intake In 1997 came from 
innovations made during the past 
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199& Further volume growth 
Despite the Asian crisis VA TECH 
expects a further increase in 
order Intake. 


VA TECH MOLOGI1 AS 
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Pax. + 43/732 - 6880 - 3416 
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‘Strong 




company in which Whirlpool 

lifted its stake from 33 per 
cent to 66 per cent last year, 
g amin gs per share, mean- 
while. increased to 90 cents 
against 57 cents previously. ' 

Including the results of 
the services busi- 

ness, which has now been 
divested, the Michigan-based 
company’s net profits stood 
at $8Q*n, up bom $46m. - 

Europe - which has been a 
problematic market for both 
Whirlpool and some of Its 
large competitors in recent 
years - also benefited from 
better product shipments 
and cost-reduction moves. 

The group said it believed 
there would be continued 
performance improvements 
in the region. Again, it lifted 
its forecast for industry 
growth to about 3 per cent 
for 1998 - up from previous 
estimates of about 2 per 
cent 

Latin America was less 
encouraging, with sales 
declining on the back of 
weaker conditions tn the big 
Brazilian market, although 
Whirlpool said performance, 
had been "solid", thanks to 
cost-reduction efforts and 
stepped-up marketing. It 
expected industry shipments 
to Brazil this year to be simi- 
lar to those of 1997. 

Meanwhile, the Aslan 
business was “at planned 
levels” with restructuring 
efforts said to be on sched- 
ule. The company reaffirmed 
its target of reaching 
break-even - or dose to this 
- for the full year. 
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gHAgMACEj mCALS NEW DRUGS ACCO UNT FOR 66% OF US GROUP'S SALES GROWT H 

Strong quarter lifts Lilly shares 


ByTtacyCwiis an In Hew York 

™ LlUr, the 
US-based drugs company, 
rallied yesterday following 
strong first-quarter earnings 
and amid speculation that 
its new osteoporosis drag 

could also be used far the 
prevention of breast cancer. 

Lilly reported net income 
of $521m, up 20 per cent on 
the same period a year ago, 
and earnings per share of 46 
cents, in line with analysts’ 
estimates and up from 38 
cents a year ago. Worldwide 
sales rose 16 per cent to 
$&27bn. 


“During the first quarter, 
our newer products 
accounted for 86 per cent off 
our overall sales growth,” 
said Randall Tobias, chair- 
man and chief executive. 

Evista, its osteoporosis 
drag launched in the first 
quarter, had sales of $33Anx 
Lilly said prescriptions fm«j 
been growing “at a steady 
rate and the company is 
optimistic about the 
long-term success of the 
product”. 

However, analysis said 
that expectations for the 
drug’s early sales were lower 
than a year ago. But ana- 


lysts were interested in 
unreleased clinical data 
which, suggests that Evista, 
the brand name of raknrifen. 
could be used to prevent 
breast cancer. 

"People • are pretty 
- intrigued by it, hut it’s hard 
to quantify, right, now,” said 
Alex Zisson, pharmaceuti- 
cals analyst at Hambrecht & 
Qtdst, the investment bank. 

Mr Tinatin s ai d that fringe 

it would take several years 
for cfedcal trials to be com- 
pleted, regulatory approval, 
should the treatment be 
proven to work, would prob- 
ably beup to six years away. 


Recently, it emerged that 
tamoxifen, .the off-patent 
cancer drug sold under the 
brand name of Nolvadex by 
ZAfiftra hag boon found to be 
effective in preventing 
breast cancer. - 

The prospect of a similar 
application for Evista, and 
the suggestion by the com- 
pany in an analysts’ meeting 

that its blockbuster drug 
Prozac may not go off-patent 
in the US until 2004, later 
than previously thought, 
helped assuage concerns 
about any dip in profits. 

Mr Zisson that both 
Prozac, an antidepressant. 


and Zypresa, for the treat- 
ment of schizophrenia, had 
strong quarters. 

Prozac sales reached 
tSTTm, up 10 per cent Zyp- 
rexa, launched 18 months 
ago, sold *287 im, led by US 
sales, brin g in g total sales of 
the drug to more than Slbn. 

Zypresa is currently 
approved for the treatment 
of schizophrenia and psy- 
chotic disorder in more than 
ss countries and is under 
review for the treatment of 
bipolar disorder, or manic 
depression. 

Lax, Page 28 



AFC acquires 
credit card 
unit for $896m 


RancM Tobias: newer products 
fueled bulk of sales growth 


Private prisons merger creates $4bn company 


By WBQaa Lewis In Hew Yam 

Corrections Corporation of 
A meri ca, one of the world's 
largest prison management 
companies, plans to merge 
into CCA Prison Realty 
Trust, its sister prison real 
estate investment trust 
(Reit) company. 

The combined company 
will operate as a Reit with a 
market capitalisation of 
about $4bn. 

Congress is examining pro- 


posals to curb the tax advan- 
tages enjoyed . by certain 
Reits. but Doctor Crants, 
who is chairman of both 
companies and will be chair- 
man of the new company, 
said the transaction would 
“produce, an exceptional 
investment opp ortun ity". 

He -said the “resulting 
§ company structure will com- 
bine the tax and dividend 
benefits of a Reit with the 
high-growth prospects of a 
quality growth company”. 


Borg-Warner 
sells alarm side 


By Nikki Taft in Chicago 


The realignment of interests 
in the US security industry 
continued yesterday as Borg- 
Warner Security, the sup- 
plier of physical services 
such as security guards, 
agreed to sell its Wells Fargo 
Alarm business to Tyco for 
$425mu 

The Wells Fargo business, 
based in Pennsylvania, pro- 
vides electronic security ser- 
vices, such as fire detection 
and monitoring and “access 
control". It has annual sales 
of about *250m, and operates 
in both the US and Canada. 

Tyco.which owns ADT 
Security Services business, 
said the cash deal would 
help cement its leadership 
position In electronic secu- 
rity and also provide cross- 
selling opportunities with its 
fire protection business. It 
added that the transaction 
was expected to be accretive 
to earnings immediately. 

Beside the Wells Fargo 
transaction, Tyco and Borg- 
Warner announced they 


were also planning a “strate- 
gic partnership”, which 
would see them sell a com- 
bined package of electronic 
and physical security ser- 
vices. 

“This will enable both 
companies to capitalise on 
the global trend towards out- 
sourcing . . . and the grow- 
ing demand for total security 
systems,” said Joe Adoijan, 
Borg-Warner Security chair- 
man. 

The Chicago-based com- 
pany added that proceeds of 
the sale of the Wells Fargo 
Alarm business would be 
used to pay down debt and 
give,.it_more UexibBity to 
invest in. its core business 
and make acquisitions both 
in the US and overseas. 

The US security industry 
has seen a raft of transac- 
tions recently, as a number 
of new players - notably 
regional telephone compa- 
nies, such as Ameritech, and 
electric and gas utilities 
such as Entergy and West- 
ern Resources - have 
pushed into the sector. 


NEWS DfGE&T 


ENERGY 


Occidental earnings held 
back by lower prices 

Lower crude oil and natural gas prices sHced into first-quarter 
profits at Occidental Petroleum, cutting profits before special 
items to $39ro, compared with $l27m test lime. Including an 
after-tax gain of 11 cents from the sale of the WBdcon gas 
transmission and marketing subsidiary, net income per share 
was 50 cents, against 48 cents in 1997. The first-quarter fig- 
ures aloft include pre-tax gains on the sale of non-strategic oil 
and gas properties and reflect a strong rise In earnings from 
chemicals, attributed to lower feedstock prices. Revenues fell 
from $1.9bn to $1.7bn. . 

Ofl and gas earnings before special items feA almost 50 per 
cent from $247m to $127m. and chemicals advanced from 
$92m to $15 8m, the company said. 

Christopher Partes, Los Angelas 

STEEL_ ' 

Inland slips to $21 .8m 

Inland Steel, the Chicago-based stool company currently sub- 
ject to a $1.4bn bid from the Netherlands-based Ispat group, 

yesterday reported a faH in first-quarter earnings to $21 An 

after tax. compared with $31 -2m a year ago. The downtem 
came In spite of a 7 per cent increase In sales, at $1 : 29bn. . 
Earnings per share were 40 cents, against 59 cents previ- 
ously. The tan was on the lower side of expectations which 
averaged about 44 cents, according to First Cafl. 

The drop came on the steel manufacturing side, where 
operating profits fell from $38^m to $21.8rn; thematertals 
distribution interests reported an increase from S35m to 
$37.8m. Nikki Tait, Chicago 


MEAT 


One-off charge puts JBP in red 

The glut of domestic beef supplies and slump teSouth Kor- 
een demand caused IBP, the largest meat 
US, to report sharply reduced 

Nehreska-based group said it made profits, after tax but 
That compared wtth $32.3m test time, when sates were 

S3.lS? a $14.Bm 

fer - related to the earfy paying down of debt - IBPS bottom- 

Une result dipped $1 An Into the red. 

The compartydascribed the k^fre 

said thatwhte Its domestic beef 

black, “operating earnings were down 

only partly offset by higher earnings on *epork sde, *here 

ttKmort, to ouw pat, of 

Europe. But the Asian turmofl also alTi9C,!e ^ 1 ^ n ®^f^£” x> 
uc!?md ISP was forced to sell at discounted prices into 

alternative markets. N8dd Tait , 


While CCA Prison Realty 
Trust - known as PZN - Is 
to be the publicly traded 
investment vehicle, Mr 
Crants said the “new CCA" 
would continue to operate as 
its management company 
with the same team. 

Mr Crants njiM that 
the move would produce a 
stronger balance sheet and 
would reduce the overall 
cost of capital.. He also 
expected significant market- 
ing synergies. 


In 1984 CCA opened the 
first private correctional 
facility and now manages 
prisons and other correc- 
tional institutions for gov- 
ernment agencies. It rfflinic 
to be the industry in 
private sector corrections, 
with 62,487 beds in 77 facili- 
ties under contract in the 
US, UK, Australia and 
Puerto Rica 

PZN was formed as the 
first prison . real estate 
Investment trust in April 


1937 and owns 20 facilities in 
nine US states. 

CCA is to be merged into 
PZN In a tax-free reorganisa- 
tion. The exchange ratio for 
CCA common shares will be 
0.875 PZN share for each 
CCA share. 

The merger has been 
a pproved by the independent 
board members of both com- 
panies and is expected to 
close in January 1999. 

The private prison indus- 
try has been undergoing 


rapid consolidation in recent 
years, led by CCA and rival 
Wackenhut Corrections. 

Yesterday, CCA and PZN 
also announced the acquisi- 
tion of US Corrections Cor- 
poration. a privately-owned 
prison management com- 
pany based in Louisville, 
Kentucky. CCA paid $10m 
for USCCs management con- 
tracts. USCC is to be merged 
into PZN for about J147m in 
cash and the assumption of 
$l08m of debt 


By Tracy Corrigan 

Associates First capital, the 
US finance and leasing com- 
pany, has agreed to buy SPS 
Transactions Services, a 
credit card transaction pro- 
cessor majority-owned by 
Morgan Stanley Dean Witter, 
in a deal valued at 1896m. 

MSDW recently said it 
planned to sell and close 
underperforming parts of its 
credit card business, and 
might consider a sale of its 
Discover credit card busi- 
ness, which has 40m card 
holders, in the longer term. 

It bas already agreed to 
sell its Prime Option Master- 
Card credit card portfolio to 
an unnamed buyer, a deal 
which is expected to close in 
the second quarter. 

Philip Purcell, MSDW 
chairman and chief execu- 
tive, said: “SPS has per- 
formed well, but in the year 
since the creation of Morgan 
Stanley Dean Witter, we 
have developed a strategy 
that focuses more directly on 
our core securities, asset 
management and general 
credit services businesses.” 


A subsidiary of MSDW, 
which owns about 73 per 
cent of SPS stock, has 
entered into an agreement 
with Associates to vote all 
its shares in favour of the 

deal 

SPS has two principal 
subsidiaries, SPS Payment 
Systems and Hurley State 
Bank, and reported net 
Income of $38£m in 1997. 

The acquisition will pro- 
vide Associates with “a sub- 
stantial portfolio of credit 
card receivables and a range 
of technology capabilities 
such as transaction process- 
ing. portfolio management 
and inbound teleservices”, 
the company said. 

SPS manages a portfolio of 
credit card relationships and 
had outstanding credit card 
receivables of $2.3 bn on 
December 31 1997. 

Associates First Capital, 
which is based in Dallas. 
Texas, is a leading provider 
of consumer and commercial 
financi al and leasing. 

It was formerly wholly 
owned by Ford Motor, and 
has managed assets of more 
than $63bn. 


We build for smaller tenants, too, 



HOCHTIEF thinks In large categories - 
but not exclusively. As one of Europe's 
top construction and engineering 
companies with worldwide operations, 
HOCHTIEF is aiming to become a system 
leader for designing, financing, building 
and operating airports- 

One example is the new Athens airport, 
which - upon completion in 2001 - will- 
also be operated by a consortium led by 
HOCHTIEF for 25 years. HOCHTIEF'S 
special expertise and service capabilities 
are aiso being applied on a smaller scale: 
the company Is building a wide range of 
residential properties. 


HOCHTIEF is part of the performance 
profiles of the RWE Group. We at RWE 
have been using our financial resources 
and expertise to build a first class 
portfolio of subsidiaries that promises 
continued solid performance In the future. 
It also includes other well known names 
such as Heidelberg, a market leader in 
high-tech printing systems, and C0NDEA, 
which ranks among the foremost pro- 
ducers of base chemicals for detergents 
and cosmetics worldwide. 

Carefully shaping our portfolio, we are 
focusing on companies that are among the 
leaders in their respective fields. And we 
are committing resources to future-oriented 
technologies such as telecommunications. 
Our portfolio Is solid and dynamic. 

Portfolio optimization is only one way in 
which we are enhancing RWE's attract- 
iveness to Investors. The restructuring of 
our shareholder base is another. This is 
increasing RWE's appeal in international 
financial markets. 

RWE AG, Opernplatz’l, D-45128 Essen 
Fax: -f-49 2 01/12-1 53 61 
Internet: http://www.rwe.de 


RWE Energie, Rheinbraun, RWE-DEA, RWE Entsorgung, LAHMEYER, RWE Telliance, HOCHTIEF 


RWE 


The Group That Knows How. 
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TELECOMMUNICATIONS MURDOCH PAYS^£48m FOR S TAKES I N THREE 

News Corp turns to eastern Europe 


By Alan Cain 

Rupert Murdoch yesterday 
moved into Russia for the 
first time and into conven- 
tional telecommunications, 
spending £4Sm ($31 m) in 
cash for stakes in three east- 
ern European telephone 
companies. 

News America, a wholly- 
owned subsidiary of Mr Mur- 
doch's News Corp, is buying 
Cable and Wireless's 302 per 
cent stake in PLD Telekom 
nnri its 11 per cent interest 


in PeterStar. the St Peters- 
burg local and long-distance 
operator. As part of the deal, 
C&W's 50 per cent stake in 
Bel cel. a mobile phone oper- 
ator in Belarus, will be 
transferred to PLD. - 

NewsCorp said yesterday 
that it was negotiating to 
sell half its newly acquired 
stake in PLD to LogoVaz, a 
Russian industrial conglom- 
erate. 

It refused to comment fur* 
ther on the deal, arguing 
that the strategy would 


become dear. 

Analysts believe, however, 
that Mr Murdoch has 
become increasingly 
attracted to the possibility of 
doing business in eastern 

Europe. 

They point out that his 
Asian enterprises have seen 
difficulties and that he 
recently foiled to buy a con- 
trolling interest in Mediaset 
the Italian television group. 

They believe that the Rus- 
sian assets, while not the 
perfect vehicle for his ambi- 


tions, were available and 
would give him a rare oppor- 
tunity of entrance to an 
unfamiliar market 

PLD Telekom, listed on 
Nasdaq, is one of Russia's 
big, fastest growing opera- 
tors. Over the past four 
years, it has developed from 
a start-up venture to a full- 
service telecoms operator. It 
is the sole provider of cellu- 
lar services in Kazak h st an . 

James Hatt, chief execu- 
tive, said the involvement of 
News Corp was an excellent 


and extremely welcome 
move for PLD, which was 
positioning itself to take 
advantage of an expected 
explosion of demand In Rus- 
sia for telecoms, especially 
value-added data services 
and the internet. 

He said the addition of the 
land of content News Corp 
would be able to provide 
would greatly accelerate the 
convergence of telecoms, 
computing and media in 
Russia. 

Analysts expect PLD to 


Provisions 
hit Chinese 
brewery 


By Louise Lucas in Hong Kong 


Tsingtao Brewery, the first 
phina enterprise to obtain a 
listing on the Hong Kong 
Stock Exchange, made bad 
debt provisions of Yn37m 
($2.65m) to the end of last 
year, sharply higher than its 
attributable profits of 
Yn28-4m. 

The company, which saw 
profits rise 11 per cent from 
the previous year’s 
Yn25.68m, said it had 
adopted a very cautious 
approach to its account 
receivables to protect its 
shareholders. 

Zhang Xueju, company 
secretary, said: “The provi- 
sion will be sufficient to 
resolve the possible bad 
debts arising from ageing 
accounts receivable incurred 
in previous years. 

“Starting from this year, 
the company has strength- 
ened its controls on credit 
sales and the recovery of 
receivables. The company no 
longer allows ordinary com- 
panies to buy on credit” 

The issue of bad debt has 
confounded most of the 
H-shares - mainland enter- 
prises with Hong Kong list- 
ings. As the mainland 
sought to tighten credit, 


companies became ensnared 
in “triangular debt”, unable 
to pay their own debts 
because they were owed 
money by clients. 

The brewery's production 
capacity has been boosted 
through mergers and acqui- 
sitions, and production costs 
fell last year - the first drop 
recorded since the company 
was established in 1993. 

Following protracted 
delays, Tsingtao has merged 
with Pingdu Brewery, which 
■ was freed from debt liabili- 
ties. and acquired a second 
factory in Shandong prov- 
ince. These deals increased 
Tsingtao's production capac- 
ity by 100,000 tonnes. 

A new SinoJapanese joint 
venture, Shenzhen Tsingtao 
Beer Asahi Brewery, is due 
to begin production this 
year. It will have capacity of 
100,000 tonnes of pure 
draught beer a year. 

Sales last year were 
sharply stronger, with the 
new premium-brand Gold 
Label reaching 30,000 tonnes 
after sales promotions tar- 
geted locally at the mass 
market. 

Ffflm in g s per share rose ll 
per cent to YnO.032, and the 
company will again not pay 
a dividend. 



be com e profitable in 2000 fol- 
lowing delays in rolling out 
its network. PeterStar, how- 
ever, almost doubled its 
number of exchange lines in 
1987. 

The sale to News Corp is 
part of a programme of dis- 
posals that C&W has under- 
taken to lid itself of busi- 
nesses where tt has neither 
control nor significant man- 
agement influence. 

H said yesterday that It 

would make a profit of about 

£i3m on the deal. 

Cathay 
Pacific 
shares 
climh 7% 

By Louise Lucas 


Chen Rong, the Shanghai 
entrepreneur who has made 
his fortune manufacturing 
equipment for 10-pin bowling 
alleys, yesterday reported the 
company's purchase of a floor 
of the city's new stock 
exchange building In a first 
step towards extending the 
business into financial 
services, writes James 
Harding In Shanghai 
Shanghai Zhonglu, Mr 
Chen's bowling equipment 
company, has agreed to take 


one of the top floors of the 
Shanghai Stock Exchange 
Building (pictured above) for 
Yn30m ($3.62m). The 

company sad the deal made 
Zhonglu China's fast 

privately-owned enterprise to 

move Into the building. 

Mr Chen, chairman and 
general manager of Zhonglu, 
.believes China's financial 
services industry will open up 
sooner or later, and "when the 
door opens, you have to be 
there to grasp the 


opportunity". Mr Chen made 
much of the capital he 
originally invested in the 
Zhonglu factories from stock 
market investments in the 
early 1990s. 

Shanghai Zhonglu Is already 
considering mergers or 
acquisitions to move into the 
finance Industry and. In the 
meantime, the offices In the 

Shanghai Stock Exchange 
buBcfing are intended to 
: cement the. company's 
corporate image 


San Miguel ruling may lead to revamp 


By Justin Marazzi in Manila 

The Philippine anti-graft 
court yesterday ruled that 
Eduardo Cojuangco. the 
businessman, is entitled to 
vote sequestered shares in 
San Miguel, the food and 
beverage group, in a move 
that may lead to a restruct- 
uring of senior management 
San Miguel has been party 
to a share ownership dispute 
since 1986. when the Cory 
Aquino administration 
sequestered about 48 per 
cent of the group, arguing 
Mr Cojuangco and his busi- 
ness Interests had acquired 


the stake with ill-gotten 
wealth. 

Since then, Mr Cojuangco 
has been unable to vote his 
shares, which have been 
voted instead by the govern- 
ment’s Presidential Commis- 
sion an Good Government 

The ruling comes just a 
day before the annual stock- 
holders’ meeting and entitles 
Mr Cojuangco to vote 20 per 
cent of shares, which repre- 
sents three seats on the 
board or 15. 

Francis Garchitorena, 
presiding justice of the San- 
diganbayan court, said the 
ruling revolved around 


shareholders' lights at 
shareholders' meetings. 

“The exercise of these 
rights are presumptively in 
favour of the registered 
stockholders which foil irre- 
trievably every time a stock- 
holders' meeting takes place 
and these rights are not 
exercised," the court said. 

Shares in San Miguel have 
been advancing in the past 
week on rumours that the 
days of existing manage- 
ment under Andres Soriano, 
rhaimian. are numbered. 

The B shares closed 
unchanged yesterday at 67.5 


Magtanggol Gunlgundo, 
chairman of the FCGG, 
denied there were any such 
plans to change manage- 
ment Given the ownership 
and voting structure, unseat- 
ing Mr Soriano would 
require the government's 
assistance. 

“Andres Soriano is a disap- 
pointment as chairman but I 
would be very surprised if he 
were unseated at the stock- 
holders’ meeting," said John 
Mang nn , director of portfolio 
management at I B Gimenez 
Securities, a local brokerage. 

Analysts believe Mr Sori- 
ano is unlikely to last the 


year as chairman if, as 
widely believed, a takeover 
is launched after national 
elections an May 1L 

Same analysts believe the 
court's more conciliatory 
approach to Mr Cojuangco Is 
part of a deal whereby he 
would drop the long-running 
legal case and pave the way 
far the takeover erf the group 
In return for control of a por- 
tion of the 48 per cent stake. 

Yesterday's ruling may yet 
be successfully chal le nged. 
Mr Gunlgundo said he was 
studying legal options hut 
regretted the lack of time 
available. 


Shares in Cathay Pacific. 
Hang Kong's troubled flag 
carrier, yesterday jumped 50 
cents or 72 per cent to 
HK$7 j 45, fuelling speculation 
of an ownership restructur- 
ing. 

The company underwent a 
big reorganisation two years 
ago, when Chinese compa- 
nies bought large stakes but 
left the UK-controlled Swire 
group as the main share- 
holder. 

The re s tr u cturing followed 
moves by CNAC, the com- 
mercial arm of China's avia 
txou regulator, to set up an 
airline In Hong Kong. 

Brokers said yesterday 
that speculation focused an 
CNAC buying shares from 
Citic Pacific, tiie Hong Kong- 
listed arm of Beijing's main 
Investment vehicle. China 
Travel Services (Ho l d in g s ), a 
mainland -backed conglomer- 


ate, was also named as a pos- 
sible seller. 

China Travel has already 
cut its holding from 42 per 
cent to less than <L4 per cent 
The shares were mainly sold 
last July and August 

Cathay Pacific's own share 
price has languished since 
then. The slowdown in 
Asian .economies, the cur- 
rency crisis and the dearth 
of tourism in Hong Kong 
have hit . the airline, and 
many analysts expect it to 
report a loss this year. 

Some analysts questioned 
why Citic Pacific would 
choose to sell now, when it 
could hive off other assets to 
raise cash. 

Similar questions hang 
over CNACs ability to ftmd 
such a purchase. 

Jim Eckes, managing 
director of Indoswlss Avia- 
tion, the Hong Kong-based 
consultancy, said Citic 
Pacific had been relatively 
active on Cathay Pacific's 
board - it helped Cathay 
obtain flying rights over 
China - and tiie two compa 
nies appeared to have strong 
Tip tet. other analysts believe 
CNAC. with its aviation 
focus, could prove a stronger 
partner for Cathay Pacific. 
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CHINA 


Beijing Enterprises beats 
forecasts with HK$811m 

Be*ng 

SSSSfi MSJST-— - • ** *■; 

casts of up to of exceptional items, most ' 

1.275 times subwribad. 
HKK3 8.8bn.or *» eqol«W of 

than th. group forecast made « the ttn 
J^SSosEnzhan slock 

Tteraiipany said half of Its pro kimia net 

SISffis franchise m Bs®ng. The groupbto pays *nsl 
dMdend of 15 cents a share. Louise Lucas. Hong Kong 
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CCT Telecom in China buy 

CCT Telecom Holdings, a htong K ong-tet«1 
financial setvlces company,^ topsy ^JSS22-3m) 

far a 20 ner cent stake in Jing Peng, a telecoms vehteieunwr 
Beijing’s fanner Ministry of Electronics l£|dustryandM&J»^- 
zhougovemment The ministry was recently subsumed into 
the Ministry of Information Industry. . . 

The deal, which gives CCT Indirect stakes ^ . 
works and construction of a submarine 
China, NghSghts the growing exposure of Hong 1 “Jg! 
nies to the mainland telecoms sector despite a ban on foreign 
direct equity ownership. 

The trend has already been noted bjy foreign 
eager to access the market. George Soros^the 1 

test week boight Into Star Telecom International 
Which through a subsidiary Is involved In developing vjreiess 
cellular networks on the mainland In conjunction wltothe • 
People’s Liberation Army. Quantum Emerging Growth Part- 
ners, Mr Soros's flagship Investment fund, bought a 5.75 par 
cent stake In Star Telecom far HKS11 9m from its continuing - 
shareholder, China Strategic Holdings. „ 

Beijing granted foreigners their first fully-fledged opportunity 
to access the mainland telecoms market last October, with 
the dual listing In Hong Kong and New York of China Telecom 
(Hong Kong). This company has mobile networks In two of 
China's wealthiest provinces, and Is poised to acquire a third. 
Louisa Lucas 
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President Enteiprises tumbles t. 

President Enterprises, Taiwan's biggest foods group and the . 
owner of brands including Girl Scout Cookies and Famous; ■ 

Amos rookies In the US, yesterday posted a sharp fan In fast- 

quarter profite due to falls in one-off income, a lacklustre per- 
formance in its core business and continued losses in China. 

The company posted unaudited pre-tax profits of 
T$353.15m (US$1 0.7m) from January through March, down 
from T$1.37bn a year earlier. Sales climbed slightly to 
T$6.4bn from T$6.21bn during the same period. 

Analysts said that results at President, with its diverse busi- 
nesses, had been volatile In recent years and were difficult to 
predict due to disposals and other non-recurring Income. In 
addition to Its core food and drinks businesses, President has 
investments in insurance and retailing. It recently teamed with 
Starbucks, the US coffee chain, to open a projected 200- 
strong chain of stores in Taiwan. The group also has invest- 
ments in securities and construction. 

In China, President has Incurred losses since tt first 
Invested there In the early 1980s, and the situation Is unlikely 
to Improve soon. Laura Tyson, Taipei 
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All Nippon Airways 

In an article In the FT on April 16, the number of hours 
worked by pilots at All Nippon Airways was wrongly stated 
The correct number Is about 50 hours a month. 


Bank of Cyprus 
Group 


BANK OF CYPRUS (HOLDINGS) LIMITED 

SPONSORED REGULATION S 
GLOBAL DEPOSITARY RECEIPT (GDR) EAGLITY 

Established by 
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FIVE ARROWS GLOBAL FUND 

20, Bootcvud Enwnanari Sank L-2S35 Luembauq; 

RjC L unaulxKg gB 40619 

NOTICE TO THE SHAREHOLDERS 
OF FIVE ARROWS GLOBAL FUND 

Nodce ia hereby given that the Annual General Meeting of tbe 
Shareholders of FIVE ARROWS GLOBAL FUND wiB be held « the 
Registered Office of the Company on 30 April 1998 tt lMMun 

AGENDA 

1. Approval of the A ctivit ies Report of the Board of Directors for 
the firal year ended on 31 December 1997. 

2. Approval of the Auditor's Report for the fiscal year ended on 
31 December 1997. 

3. Approval of die satemriiw for the fiscal year ending on 

31 December 1997. 

4. Aflocroop of die net result. 

5. Ratification of the co-optation as Director of Mi Joseph Ho in 
replacement of Me. Christopher Rigg. 

6. Discharge of the outgoing D ir ec tor s and the Auditor from their 
Ai Aw, for the year ending on 31 December 1997. 

7. Appointment of die Directors and die Auditor of die Company 1 : 

- Re -election of the outgoing Directors. 

- Re-election of die Auditor. 

8. Any other busmtai 

Shareholders are informed that no quorum is required far this 
Meeting and that the deaskses are taken by a simple majority of die 
stores present or represented. 

Each share is entitled m one vote. 

Peril Shareholder may aa at any meeting by Proxy. For this purpose, 
proxies are available at the Registered Office sod will be tent to 
StoieholdeH on request. 

To be valid, proxies must be duly signed by Shareholders and sect bo 
the Registered Office in order to be recei v ed the day preceding the 
meeting by 5pm ai the latest. 

Owners of bearer shares who wmld like to attend this Meeting should 
deposit ther shares at the R eg i s t ered Office five working days before 
die Meeting 

Shareholders wishing to obtain the Audited Annual Report as at 
31 December 1997 nuy apply to the Feginered Office of the 


On behalf of the Company, 

BANQUE DE GESTION EDMOND DE ROTHSCHILD 
LUXEMBOURG 
- Soaitf Anonyme - 

20, Boulevard Emmanuel Semis 
L-2535 LUXEMBOURG 



PIRELLI TYRE'rHO 



t' f ?! .• r- Jr.j 

Shareholders are herewith invited to attend the annual; ^ 

General Meeting of SKareholders . 

to be held on Thursday 7’Blay 1^98 at lS^.CM) hotas in the New York banquef; ' 

room of the World TradeiCenter, S Irawinskylaan 1, Amsterdam. <• 

r T/UjV .V r.; y 'it7 4 -e 

The agenda f«^nva: >*• ” 

2.-JRe^prt oftfeeBqardof M/magemenl fdtl997 

4.' Ajdqjptxon of the a h y reta l acdountaf r 1997 and allocation of thenet result 
5 fcrisent 1 ipf memh ers.of- t£e Supervisory Board . ;V : ~r- •' 

If 6. tm«?irof mcmb eia of ihe BdA)o3 of Management 1- ; .. . ^r-r 

?J? : arix^aj^j association f , \ ■' 

JSi Amn>«neenjieutay-qxiMt£oiis T - 4 clo«e^ ~ 

^.The amttod report, induding dM comprehenaive agwida for thUmcctm^ r 
and the financial, 1 etatctneitta tot' the .year 1997 aa well ag the .detail* With 
^rqg^det tV the-incmbeE* of the Soperyiaoty Board to be (re)appointeil are ’’-:'’- 
a^iil^le^or mspecfidiL'at andiuyhe^taiiied free of. charge from the[. : ' ? . Xr'iC.; 
' ComiMiny.* r office antf the pr&icqial offiqea of die below mwiii^ hpytkn.^ ^ 

Holders .of bearer flhxries Who^(m p^rson or by proxy) wish to attend the / 
mrehn^ -wimT ha yolodpd' thielr "sh a r erf jtol lat er dun Monday^4^B(fay 1998 at 
ohe of the folioWmg h jmjlu vi^o wiK stihser^antly aend them a receij>t wldch j 
iflfirserrc u^nei | juKet: . 

‘ ht the IVethmtlazide at 'JifeesPicrson .N>V Amsterdam ^ ? 7s: 

{■- in B.dfbto at;G<nerale6aiij^ Brmis^Lg " „ ;. 

in Oprmkny at Dresdner Bank A.C^FVankfnrt a.M. " 

inltsdjriit'CreditoItaliano, 

?5yiixerland aV Sviai Bahk-Corporation^ZOxich ^ . 7-. IV--' 

^The Board of Manageriuait-, V. 

The Sup^mtory Board -s ■ 


3-N, Menaedevxg : ; J 
,M&^J-iP.Brcuhden ■■ 
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BANKING 


ABN Amro hunts for 
European acquisitions 





yesteda y « was still topj ng 

to turn France into one of Its home markets. In spile of the 
*** for aC - vMchw^rtto . 

^ 1 _ chairman - *** *e Dutch bank was 
.^fi 00 * 0 ^ ^ k' 9 ® ac ^®ftions that would estabfish 

tt as a la^i^ group in other European markets, such as 
France and Belgium. He said a bid for Credit Lyonnais of 
France was not to be excluded-, but he denied rumours that 

SEP” 0 . S h0Wfn9 k*® w " h G6n6raie Bank <* Belgium, 
wruch a already negotiating a deal with Forts, toe Dufch- 
Be^tenbancassuance group. “One should not disturb a 
brooding hen,’ sad Mr KaHf. ‘These talks involve two Belgian 

parties and experience has taught us that it was very tricky to 
get a foot In the door." 


In response to other rumours about a possible link-up with 
Aegon, toe Dutch Insurer, Mr Kalff confirmed mat ABN Amro 
would be Interested In buying Insurance companies with 
activities In the US If the Glass-Steegall Act was abolished. 
The Depression-era legislation, which limits takeover and 
merger activity between different parts of the bancassurance 
industry, is being reviewed in light of the planned merger of 
Travelers and Citioorp- Barbara Srrtt, Amsterdam 
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RUSSIA 


in China buy 


Potanin critical of Rosneft sale 




Vladimir Potanin, one of Russia's leading entrepreneurs, yes- 
terday stepped up toe pressure on toe government to lower 
Its $2.1 bn starting price for Rosneft, the biggest Russian oH 
company yet to be privatised. Mr Potanin, whose youp, In 
partnership with British Petroleum, is one of the strongest 
potential bidders In toe forthcoming auction for Rosneft, yes- ■ 
terday criticised the government for setting a starting price 
higher than that suggested by its western financial adviser, 
Dresdner Klein wort Benson. 

The price Is of course pretty high and it Is much higher 
than toe evaluation given by the evaluator who was picked by 
\ tender," Mr Potanin said. “Now that the world oil market b liv- 
ing through hard times a premium on the price of the com- 
pany Is something that may or may not Justify itself ” Mr 
Potanin's comments were the softest of a hall of criticism the 
government has faced from Russia’s economic barons, who 
have threatened to boycott the sale and warned that Rosneft 
may find itself without buyers unless the state lowers its price. 
His contents came as he announced a restructuring of his 
sprawling financial and industrial empire. Mr Potanin, currently 
the heed of Oneodmbark, is resignkig his post He wifi 
become the head of Infernos, a bokSng company which will 
oversee the group’s three main branches: financial holdings, 
which includes Oneximbank; industrial holdings, indudstg 
Norilsk Nickel, a nickel producer and Sidanoo. an oil com- 
pany. and media holdings. Mr Potanin said tha reorganisation 
was part of the group’s efforts to make its operations more 
transparent and to restructure the diverse and inefficient Sovi- 
et-era companies it captured during Russia’s p ri v ati s atio n 
drive. Ctuystia Freeland. Moscow 
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CGIP plans FFrlbn buy-back 

Compagrtie Gdndrate d'lndustrte et tie Participations, the 
French industrial ho Wing company, is pfenning to repurchase 
FFr1.1 bn {(182m) worth of its awn shares, equivalent to about 
5 per cent of outstanrtng Stock. The board is proposing a 
resolution to toe annua! general meeting on June 3 for the ' 
repurchase of 350,000 shares at FFr3.100 each, after pay- 
ment of the 1997 dividend. This wtlf be done through a public 
offer to be submitted to regulatory approval. The repurchased 
shares are to be cancelled. 

The group, which is chaired by Emest-Arrtoirte SeS Iters, 
head of the Patronat, the French employers' federation, said 
the sum involved represented the capital gain It made when 
Crown Cork & Seal, the US packaging group, repurchased 5 
per cant of its own stock from CGIP In March. It said toe 
move would have no effect on investment strategy, but was 
expected to contribute towards toe reduction of the stock’s 
discount to net assets. David Owen, Paris 


CZECH BANKING 
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IPB in Kcllbn loss 

Investteni A PostovnJ Banka (IPB), the Czech Republic's larg- 
est bank by share capital, has reported an audited loss of 
Kcllbn ($327m) after increasing reserves by Kc14bn. IPS, In 
which Nomura, the Japanese Investment bank, has a 71 per 
cent stake. Increased profit before reserves 28 per cent to 
Kc4.9bn end forecast It would make Kc2bn net Income this 
year after devoting another Kc4bn to reserves. 

Under Nomura, IPB has begun to tackle its Joan portfolio. 
Classified loans - for which Interest Is more than one month 
overdue - represent 21.75 per cent of Its portfolio. The state 
of this portfolio delayed the sate of the government’s 36 per 
cent stake to Nomura last month. Robert Anderson, Prague 


HUNGARY 









EBRD sells stake in MKB 

The European Bank for Reconstruction and Development has 
sold its 17.6 per cent stake In the Hungarian Foreign Trade 
Bank (MKB) to Austria's Bank sOr Arbeit und Wlrtschaft for an 

undisclosed sum. Four years ago the ffiRD.«lor9Wfth 

Bayerische Landesbank of Germany, bought a stake m MKB 


JW UHnUOSUOBir. — -a . , . , _ 

tearing privatisation deal in trie Hungarian banking 
tester Eddy, Budapest 



OIL AND GAS 

Ntalmiutl » ■■ HWM MW<I 

OMV lifts target for ROCE 

OMV, the Austrian oil and gas group, has raised its targea for 

return on capital employed from 10 per cent to 1 3 

and saW its heavy restructuring charges are over. Since 1 992, 

Austria's biggest Industrial 0 rou P h ^ cut 

more than one-toW to less than 8 - 00 °-a" d 

return on capital employed w 


"pSST« * * a S'* 2 - 24 * iump in *• ** 

s refining and marketing 

6bn extraordinary charge reduced the growth in net 
1 to 15 per cent Wiltam HaB» Zurich 
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COMPANIES & FINANCE: EUROPE 


AIRCRAFT UK MANUFACTURER NAMED AS POSSIBLE MINORITY SHAREHOLDER FOLLOWING SWEDISH GROUP'S FLOTATION 


Saab plans may strengthen ties with BAe 


By Tim Sol. 
to Stockholm 


Saab, the Swedish military 
aircraft manufacturer, yes- 
terday said it planned to par- 
ticipate in the restructuring 
of the - European defence 
industry, prompting renewed 
suggestions that it might 
strengthen its ties with . Brit- 
ish Aerospace. 

BAe, which has an export 
joint venture with Saab, has 
been named as a possible 
minority shareholder is the 
Swedish aerospace group, 
which is ««wing to the mar- 
ket this year. 


Saab, a wholly-owned sub- 
sidiary of Investor, the main 
investment vehicle of Swe- 
den's Wallenberg business 
empire, is expected today to 
disclose details of Its forth- 
coming stockmarket flota- 
tion and the likely distribu- 
tion of shares. 

Institutional shareholders 
in Investor will he briefed at 
a meeting in St o ck holm this • 

mo rning nn the gTOOp’8 list- 
ing particulars and the 
potential restructuring of 
the lipfeRgi industry. 

Yesterday, ftanh confirmed 
It was in close contact with 
BAe, although the. discus- 


sions were largely confined 
to the export prospects for 
its Grfpen fighter, w hich the 
UK group markets overseas. 

Investor was said to be In 
talks with BAe regarding a 
"closer financial arrange- 
ment” following the flota- 
tion. 

The investment group, 
which yesterday reported 
Sharply improved operating 
profits for Saab, pi«Tig to dis- 
tribute Up to 50 per cent of 
the aerospace subsidiary to 
its own shareholders as part 
of the lifting 

It is understood that BAe 
may acquire part of Inves- 


tor's remaining stake in 
Saab at a later date. The 
Swedish group, however, 
would remain the single 
largest shareholder. 

Investor yesterday 
declined to comment directly 
on its talks with BAe. 

“A broadening of the own- 
ership in Saab would give it 
direct access to capital mar- 
kets and a visible market 
valuation.” said Claes Dahl- 
back, chief executive. “Fur- 
thermore, a broadening of 
the ownership increases 
Sash’s opportunities to par- 
ticipate actively in any 
fixture restructuring of the 


international aerospace and 
defence industry.” 

He was speaking after 
Saab announced operating 
profits of SKr381m ($21 ,5m) 
in the first quarter, up from 
SKr37m last time, on 
increased sales from 
SKrI.59bn to SKrl.82bn. The 
order backlog rose from 
SKrlS.Sbn to SKr26.3bn, of 
which military orders repre- 
sented SKr22.4hn. 

Investor announced pre- 
tax profits up from SKTlMm 
to SKrSllm as the value of 
its main investment hold- 
ings rose 17 per cent to 
SKr97jbn. 
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UK regulator concerned over PW-Coopers 


By Jin KUy, 

A^kwitouiy Canupoodent 


The UK’s most powerful 
financial regulator still has 
concerns over the proposed 
$13bn merger of accountancy 
firms Price Waterhouse and 
Coopers & Lybrand - in 
spite of the feet that the deal 
has been cleared by Euro- 
pean Union competition 
authorities. 

The Financial. Services 
Authority believes that 


when faced with crises such 
as the 1005 collapse of Bar- 
ings, the investment bank, 
the merger could cut choice 
and reduce its ability to reg- 
ulate sectors such as bank- 
ing insurance. 

The FSA’s views are likely 
to be voiced by the Office of 
Fair Trading when it repre- 
sents the UK in Brussels on 
Friday at a meeting of the 
advisory committee - a 
group of EU member state 
regulators which advises 


nn merger decisions. 

It Is understood that the 
EU Merger Task Force’s 
draft derision, allowing the 
merger, will be debated. 

If the committee raises sig- 
nificant concerns, backed by 
a majority vote, the Euro- 
pean Commission will be 
obliged to take them into 
account. 

The parties could be asked 
to allay the FSA’s fears 
before the commissioners 
vote on whether to endorse 


the task force’s derision. 

In theory, the Commission 
could reopen the merger 
clearance procedure, but this 
is very unlikely. 

While it is thought that 
both the OFT and the UK 
government have some sym- 
pathy for the FSA's con- 
cerns. none of the bodies are 
seeking to derail the merger. 
Instead, the FSA wants a 
wider debate about the issue 
of of choice. 

Hie authority is worried 


that when it needs big 
accountancy firms - such as 
after a big corporate failure 
- its choice is reduced by 
conflicts of interest among 
the leading audit firms mak- 
ing up what would be a “Big 
Five”. 

The two merging firms 
argue that they are pooling 
resources in order to provide 
exactly the kind of service 
the FSA demands. 

The FSA. led by Howard 
Davies, expressed its fears 


last year when the EU was 
considering two mergers 
involving four of the Big Six. 
Most of the concerns outside 
the UK disappeared when 
the proposed merger of 
KPMG and Ernst & Young 
collapsed. 

The UK regulator is 
concerned that its specific 
worries - which are peculiar 
in some ways to the UK - 
may have been overlooked 
by the other members of the 
EU. 
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What is the trne face value of the EMU? One index can identify it. 

Any index can give you a picture of the EMU. But you want the picture. 

You want the realities of the European market in all its complexities. A benchmark built around a 
carefully selected and weighted group of companies within industries and industries within regions. 

With the companies carefully measured for their true impact on their markets. With the markets 
carefully measured for their true relationships to one another. And with all the complexities — liquidity, 
volatility, cyclicality — factored in and monitored constantly: 

In short, you want the MSC1 EMU and Pan-European Indices. 

The MSG European Series embraces 25 regional, 38 industry and 8 sector indices. It offers all the 
flexibility you need in EMU and Pan-European investing. And each index is structured around the same 
comprehensive MSG methodology that has become the acknowledged industry leader. 

Call ns about the new MSG EMU or Pan-European Indices. In London 44-171-425-6660, 
New York 1-800-711-MSC2, Tokyo 813-5424-5470, Hong Kong 852-2848-5200. 

Or visit our web ate at httpyAvwwjrs.com. 


MORGAN STANLEY 



Amsterdam Bangkok Berjtng Frankfurt Geneva Hong Kong Johannesburg London Luxembourg Madrid Melbourne Milan 
Montreal. Moscow Mumbai New York Osaka Parts ido Paulo Seoul Shanghai Singapore Sydney Taipei Tokyo Toronto Zurich 
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De Beers Consolidated Mines Limited 

{Intttqwfflicd in tfw Republic rf South Africa! Reshoarian No. 1 1/00007/06 

NOTICE TO MEMBERS 

Noto b fw«^ that the one faints and awotf gan^ meel^ d Db Boats CofMofldatod ftfine® UrfW be held « 

Iho Host! Office ot me Company at 36 StockdaJe Street. Kmbertoy on FrWay, 22 May 1988, at 14:1S, tor toe Mowing buslnoss: 

To rataivo and wrokter mo anneal financial statements o» the Company and at Die group tor the year ended 31 DeccmbwISB?. 
a To elect directors ki accordance with the provisions of toe artides ot assodatico of Iha Company. 

3. To consider and, it deemed fit, to pass, with or witoo<4 mocfifteatkm, toe loEowUtg ordbiaiy raaotetion: 

That the Do Beers ConsoUatod Writs UrnKotS Incentive Scheme, a copy of which has been tasted at the muting and nSaMbythoOmmantor 

pvipe^otkian&catkx\^an(jatstKrt^appfv^wydBfioptodbyimConvaTiy.* 

4. To consider and, if dmnwd ft. to pass, wttti or without moCHtaation, the following onSreuy resolution: 

“Tlut. subject to the pausing of on&wy resolution Ncl 3. any hro tfactos rfflw Company bo and an hemlv authorised to sign aM such ttecum^ 
and do o8 such things as may be necessary for and mdctental » the rmplementatxn cri foe sad wrfnfliy resoMton No. 3,“ 

5. To consider and, it domed ft. to pass, wah or without modfeatwi. too foliowxig ortfincty resolution: 

Thpt aiHafp in it** npmring of onSnory manlutian No. 3. 6 OOP OOP of fha unissued deferred shame ot live cents each tn the capital of the Company 
be and am hen sfiy ptocstf under foe control of the tfcwtonf of fofl Company who am speciBcaBy authorised In farms of Section 221(2} of the 
Conpsnies Ad 1973, as amended, to aSol and issue such shares to the Os Basis tncentim Trust andtorte aomkKWis &I aaamfenc* with tha owns 
and conditions of the Oe Baers ConaaGdatad Mnes Untied Incentive Schema." 
a To concddor and. If deemed fit. lo pass, wtti or without modift a B o n. the tofowtog oidnaiy resolution; 

"That, sublet to the piovtstona of the Companies Act. 1973. as amended, and rhe Listings Requtemonts ot the Johannesburg Stock Exchange, the 
electors to and are hereby authorised to toot and Issue aB or any portion of the remaining authorised bur unissued deferred ahamo of Bvo cents each 

hi the caprial of fie Company at such time or times . to arch pwson or persons, cempanyor campantes. and ipon ouch lama and comMons, as they 
may determine. " 

7. To consider and, if deemed fit to pass, with or without moefflestion, tha following ordinary resolution: 

Thar In terms of the Listings Requtmments of The Johamesbuig Stock Exchange, the directors am hereby authorised to Issue mama deferred 
shams of Bve cents each (or cash, wtihout restrictions as to whom the shams wB bo issued, as end when aute&to oppwiunffiss ariss, subject to the 
toBowing conditions: 

(a) that this authority shall not exceed beyond IS months ftom the dale of this annual general meeting; 

fir) diet a paid press ennatneement ghring kd donas. tnctuOng the Impact on net asset vatue end earrings per ahem. wBbepubashed at the time of 
ary Issue rmaesenting, one cumutathe beats attain one year, Bve per canter more of the nuntaer of deferred shame tn issue prior to the ioauaJe; 

(c) mat issues In the aggregate in any one year wS not exceed 10 per cent of the number of shams at the Compon/e Issued downed sham capital, 
provided further that such Issues shall not at aggregate h any thme-yaar period exceed 15 per cent of the Company's issued deferred sham 
capital; end 

(d) that tade t emming the price at rrtikto an issue cl shame wB bo made in terms at this authority. tae maximum dtecount permitted w3 be IP per 
cent of tha avenge closing pace of the shams in Question, adjusted bx any tfMdends doctored but not yte paid or tor any cepfteaeteion award 
made to shamhoktem.es determined over the 30 days prior to either the data of the paid press announcement or, where no announcement le 
required and none has txen made, tae date of Issue ot the ttefenetl shares." 

As more than 35 per cent of the Company’s Issued deterred share capital is in the hands of the pubBc, as defined by The Johannesburg Stock 
Exchange, the approval ol a 75 per cant majority of the votes east by nw m bere present or represented by proxy at the mowing is requited for this 
ordinary resolution to become effective. 

Holders of linked deferred share warrants lo bearer who desire to attend to person or by proxy or to vote ai any general meeting ol tie Company must 
comply with the regulations of the Company under which share warrants to bearer are issued. 

A member enttfiod to attend and vote at the meeting may appoint a proxy or proxies to attend, speak and wJe In M&Aier stead. A proxy need nol be 
a member of the Company. 

By order of the board 
R.W. KETLEY Secretary 

Registered and Head Office: 36 Slackdale Street. Kimberley. (P.O. Box 616. Kimberley. 8300) South Africa 21 Aptfl 1998 


Centenary Depositary AG 

(IncorpomiwJ under die bwa of Switzerland] ("the Depositar 


Depositary") 


NOTICE OF ANNUAL GENERAL MEETING OF DE BEERS CENTENARY AG 

Hotter* of Centenary depositary receipts are hereby notified that Da Baers Centenary AG ("the Company") has given notice to Is shareholders 
convening is eighth Annual General Meeting which wai be hekf at the Grand Hotel Nattonal, Luzerne, Switzerland on Tuesday. 12 May 1998 at 12:15. 
AGENDA ANO MOTIONS 

1. To receive toe reports of the Auditors and Group Auditors for the financial year ended 31 December 1997. 

2. To receive and adopt the Report of the Directors, the annual financial statements of the Company and of tha group as at and lor tha year 
ended 31 December 1997. 

The blowing motion wfit be proposed as Resolution No.1: 

"Wat the Report of the Directors tor the year ended 31 December 1937, together with the annual tlnandal statements of the Company end of the 
group aa at and tor the year ended 31 December 1937 mspectivaly, be and they am hereby approved and adopted." 

3. To approve the appropriation of retained earnings as recommended in the Report ot the Directors and to declare a dividend of SFr 6.- par share 
(equal to 8 centimes per Centenary depositary receipt). 

The tota l ing motion wft be proposed as Resolution No. 2: 

"That tha apprtyvtattn of rattened earnings os mcommended In the Report of the Directors be accepted and approved, mckidfng tha dectaratfon 
of a dMdand of SFr &- per share (equal to 8 centimes per Centenary depositary rocript) paysMa on 37 May 1999 to shareholders reglstemd ss 
such in die Company’s register of sh a reholders on Friday. Z7 Match 1993.’ 

4. To ratify and confirm toe actions of afi persons who held office as members of the Board at Directors. 

The taOowtog motion wii be proposed as Rosohifion No. 3: 

"Thatthe actions of ad persons who held office as members of the Board ot Directors of the Company during dm year ended 31 December 1997 
be and they em hereby ratted and confirmed.' ^ 

5. To elect adcHonai dkactore and to re-elect those directors of the Company rafting to accordance with tha Adidas of Association and regWattons 
passed pursuant thereto. 

The (of owing motion will be proposed es Resolution No. 4s 

“That Ur. G. P. L Kai be elected and Messrs G.F. H. Bume, N. F. Oppenhemr, J. P. Pudney, G. M. RaBe and Sir Chippendale Keswick be re- 
elected as members of the Board of Directors of the Company for a period of four yearn until the oandusfon of the annual gamml meeting to be 
held In 2002: 

6. To re-elect DetortJe Pfm Goktoy GmbH as the Audtors and Graqi Auditors at the Company. 

The following motion «wD be proposed as Assoluffon No. 5: 

’ThatDetoiftaPimGcMbyGntitH be and am hereby m-etocted as the AutStois and Group AuGters at the Company tor a period af one year. unO 
the eonctastonot the annual general meeting to be held in 1999." 

The Report of toe Directors, (bxfuefing toe proposal of the (tractors relating to the appropriation o I retained eemings and declaration of a dvktancQ, 
the annual financial statements ot toe Company and at the group and the Aurftors’ and Group Aucfitocs' reports wfl be posted to registerad Centonary 
depositary receipt holders together with tots Notice and win also be available to depositary receipt hokters at the Head Office at toe Company and at 
the offices of toe Transfer Secretaries Registrar of the Depositary fisted below. 

PROXIES 

Each Centenary depoataiy receipt holder is ertfitad to attend and to speak at tie annual gewal meeting either in person or be represented by a duly authorised 
i ep i tB ert ii BveorprotywiioMaiSh(xityiTaiabeBstoahihadtothBsatefactionotthePepost^.Re<^hokiarewistfoqtoreiend>twiii Be fingbypri»ymay 
comfMe a form of proxy and proxy forms must be lodged with toe transfer saaaiaries or registrar by no War than 12:15 on Friday, 8 May 1 998. 

Proxies for deposited shares as contempl a ted in article 889d of toe Swiss Coda of Obfigations are hereby requastad to noMy tha Daportary by no 
later than 12:15 on Fnday. 8 May 19S6 of too amount (and kind) of Centenary depositary receipts they represent Proxies for deposited shares are 
deemed to be those hwututkms which are subject to the Swiss Federal Act on Banks and Savings Banks of 8 November 1 934 as wefl as professional 
asses managers. 

VaniG INSTRUCTIONS 

Each depositary receipt hotter is entitled to one vote m respect of each Centenary depositary receipt held. The votes attaching to the Centenary 
depositary receipts are not votes In respect of shares to De Beers Centenary AG but are instructions to the Depositary as to how it is required to 
axorciss toe voles In respect of De Beers Centenary AG shares deposited twlh it and represented by toe Centenary dsposfisry receipts. 

Voting instructions must either be: 

(a) deposited with or received by the Depositary at the Depositary's roistered office or at toe offices of the Transfer Secretaries or Registrar no 
later than 12:15 on Friday. 8 May 1998; or 

(b) delivered tn person by the depositary receipt holder or his/her duly authorised representative or proxy to the Depositary at toe meeting. 

Holders at Centenary depositary receipts In registered form wishing to attend the meeting may be required to produce their Centenary depositary 
receipt certflcaJw or safe custody receipt issued by an approved bank at toe rneeang end to establish thek Identity to the satisfaction ofthe Depositary. 
Holders of bearer Centenary depositary receipts who desire to attend the annual general meodng or who wish to exercise their voting rights must 
comply with toe conditions presently In force relating to the issue ot bearer Centenary depostouy receipts. 

The register ol reempt holders end the transfer nsgisters will be ctosed from Tuesday. 5 May 1998 to Tuesday. 12 May 1998. both days toduahre. 
CENTENARY DEPOSITARY AG. The Board of Directors 

Registered and Head Office: Langensandstrasse 27. CH-6Q00 Lucam 14, Switzerland 21 Aprfl 1998 

Under the conditions of Issue oT linked deterred xhare warrants to bearer and bearer Centenary depositary receipts referred 
to In the above notices holders thereof who desire to attend the Annual Genarel Meetings, in person or by proxy, wfll require 
a certificate of lodgement which must be Issued by the Pap oaBa ty andtar De Seers Conso lidate d Iflnas UmBed or by one 
of their agents, by no later than W e dnesda y, 6 May 1998 in the case at the De Beers Cente na ry AG meeting end Monday, 18 
May 1998 In the case of tha Da Beets Consolidated Mines Limited meeting. Detafiaot the procedure to be followed to obtain 
a certificate of lodgement e* wefl ee copies of the said ouud tth ju* and tha n ecessa ry forma, may be obtained from the 
Depo si t a ry or Da Beers Consolidated Mines Limited or thafr Transfer Secretaries or my of their Agents Sated below. 


Utritad Kingdom Registrar 
Compute rshare Services PLC 
PO Box 82 

C&xton House. Reddtfte Way 
Bristol BS90 7NH 


South African Transfer Secretaries: 

ConsoWated Share Registrars Lxnrted 
First Floor. Edura 
41 Fox Street 

Johannesburg 2001 , South Africa 
(PO Baa 61051. MerahaOiown 2107] 

Agante for De Been and the Depositary: 

Computersha/B Services PLC Benque BruxeUes Lambert £A 

First Floor 24 avenue Mamix 

5-10 Great Tower street B- 1000 Brussels 

London EC3R 5ER Belgium 


frnabnStoteRkafipne 
Anglo American Corporation 
of Soudi Africa Limited 
IS Charterhouse Street 
London EC1IY8QP 


Barclays Bank PLC 
45 Boitavaid Haussmarat 
F-75315 

PARIS CEDEX 09. France 


Generate de Banque 
3 Momagne du Pam 
B-1000 Brusasels 
Belgium 


Swiss Bank Corp oratio n 
ParedaptatzB 
CH-8010 Zurich 
Swdzariand 

Credit Suisse 
Paradeptetzfl 
CH-8Q21 Zurich 
Switzerland 


Union Bank of Switzerland 
Bahnhofstrasse 45 
CH-8Q21 Zurich 
SvAzBriand 

Benqua htemaaonaie A Luxembourg 
fmmaubte LTndtipen ti anee 
69 Route CfEech 
L-2953 Luxembourg- VBe 
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For the ordinary Shareholders’ Meeting on Wednesday, 
May 20, 1998 in Frankfurt am Main (publication in the 
Federal Gazette No. 68 of April 8. 1998, page 5422f), 
the Dachverband der Kritischen Aktionarinnen und 
Aktionare e.v., Cologne, as the authorized 
representative of the heirs of Mr. Erich Mold, Darmstadt 
pursuant to §§ 122 (2) and 124 (1} Joint Stock 
Corporation Act, has demanded the official 
announcement of further items for resolution by the 
General Meeting. 


Deutsche Bank 

Aktiengesellschaft 


(Ineorporatod in the Fedoral RepufeBc of Germany wflh United Btibnty) 

Frankfurt am Main 

The agenda will therefore be extended by Kern 12, in 
which an amendment to the Articles of Association is 
proposed; 

12. introduction of a minute's silence at the beginning 
of each Shareholders' Meeting (addition to the Articles 
of Association). 

We recommend that this proposal be rejects d. 

Frankfurt am Main, April 1968 
The Board of Managing Directors 
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Tabacalera retail offer lifted 




By Tom Barns h Madrid 


Strong domestic demand for 
shares in Tabacalera, the 
Spanish tobacco group, lias 
prompted the government to 
lift the retail tranche from 
£L3 iter cent to 70 per cent 
setting a new benchmark far 
equity distribution to small 
savers in the country's pri- 
vatisation programme. 

The Pta342bn ($2.23bn) 

Sa to of the government's sv-3 
per cent stake in Tabacalera, 
which win he completed 
next week, has underlined 
the strong appetite for stock 
market investment among 
domestic households. 

It will allow the tobacco 
group to widen its share- 
holder base from 14,000 to 
more than 600,000, well 
above forecasts at the start 
of its privatisation process. 

Seppa. the government 
agency which owns the 
group's stock, said there bad 
been more than TOOJXH indi- 
vidual applications for 


shares in the first weds of 
Tabacalera’s offer period, 
representing more than 13.6 
timag the volume of the dis- 
posal reserved tor the retail 
tranche. Officials said shares 
would be reallocated from 
the foreign and domestic 
institutional tranches. 

Institutions would be com- 
pensated from the 9.2 per 
rent greensboe, or overssDot- 
TppTit, tranche. 

The proportion of stock 
allocated to retail investors 
is above the 68 per cent yard- 
stick set in the Pta350bn 
February sale of Seppa’s 
remaining 29 per cent stake 
in Argentaria, the hank i n g 
group, a nd ha g revealed the 
depth of the domestic equity 
market after a sustained hull 
run that started more than a 
year ago. 

Unlike the Argentaria dis- 
posal. the Tabacalera offer 
has had to compete with 
rails on domestic capital 
from Banco Central Hispano 
and Telefonica, the telecoms 


group, which between them 
raised Pta505.8bn through 
rights issues. 

The buoyant retail 
demand for Tabacalera now 
sets the stage for a similar, 
wide distribution of shares 
when Endesa, the power 
group and the last of the 
blue chip stocks controlled 
by the government, is priva- 
tised In an offer scheduled 
for late next month. 

The sale of the remaining 

33 per cent of Endesa owned 
by the state is likely to raise 
Ptdi^66bn and will set a 
new record for a market pri- 
vatisation in Spain. 

Tabacalera's share price, 
which underwent a correc- 
tion last week, rose more 
than 3 per cent by mid morn- 
ing but eased to close Pta60 
higher at Pta3^4a The coor- 
dinators of the sale, Merrill 
Lynch, the US bank, and the 
domestic institutions Aigen- 
tnrig. Banco Bilbao Vizcaya 
and Banco Central Hispano, 
were due last night to set a 


maximum issue price of 
Pta3,923, representing the 
highest- weighted daily trad- . 
ing price of Tabacalera 
shares test week. 

• Repsoi. the Spanish gas 
and petroleum group, beat 
forecasts by lifting first- 
quarter net profit 23.3 per 
cent to Pta38.3bn ($260m), 
compared with the first 
three months of 1997, as 
strong gains from its diversi- 
fied business units offset 
declining crude oft income. 

Operating income from its 
gas and electricity division 
more than doubled, to 
Pta23J2bn due to the iricdipo-' 
ration of Astra, the Argen- 
tine subsidiary, and to the 

end of a price freeze on 
butane gas introduced by the 
government last year. 

Earnings from refining 
and marketing rose 39 per 
cent to Pta3i.8bn and 
improved margins accounted 
for a 35 per cent increase to 
Pta9.8bn in the chemical 
division's operating profit. 
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Italian club's 
prospectus will aim 
at investors rather 
than fans, writes 

Patrick Harverson 

G uiseppe Gazzoni, presi- 
dent of Bologna football 
club, is a new breed of 
owner in Italian football 
He has not promised to 
bring honour and glory to 
the dub, its fans and a 
proud city by acquiring the 
best players at w h at e ver cost 
to win Hip league champion- 
ship at whatever price. 

Instead, Mr Gazzoni has 
made a more earth-bound 
pledge; to run the club as a 
profitable business, capable 
of surviving the rigours of 
the elite Serie A division 
whflfl also paying a regular 
dividend to its owners. 

He will husband the dubs’ 
limited resources carefully. 
A strict three-year budget 
for spending on transfers 
has been set and wdl not be 
broken. The safety of a mid- 
table position at season’s 
end is the main atm, and any 
success gleaned from the 
Cqppa Italia or from qualifi- 
cation for the UEFA Cup 
wifi be a nice bonus. 

It is not a manifesto to set 
the pulses of the Bologna 
“ultras" racing, but then the 
message is not really aimed 
at the club’s dedicated fens. 
Mr Gazzoni is about to float 
Bologna FC on the Italian 
stock market, and he has 
some shares to sell to insti- 
tutional investors in i^rod pn 
■nil Milan who might be 
wary about pouring money 
down the deep drain that 
has traditionally been Italian 
football. 

Which is why the 60-year 
old, local-bom millionaire - 
who with his partners 
acquired the club from the 
bankruptcy court in 1993 for 
just Lafibn (H&n) and have 
since invested about LSObn - 
is determined to do thing s 
differently at Bologna. 

“The era of patrons, and 
the club as a toy of the presi- 
dent. is over," he says. “You 
cannot , run a club as a non- 
profit making venture.” His 
words are intended to reas- 
sure potential investors that , 
the club wifi not blow their 



Prudentia 




3 i iSit 


Praying for a marfeet succosk Botofyta’s Roberto Bsgglo pots his weight behind the dub’s cause AP 


money an a frttile attempt to 
compete for the champion- 
ship with the likes of Joven- 
tus, AC Milan or Interaa- 
rirmtiU> i with their millions, 
of supporters, massive wage 
hois and wealthy backers. 

What -it lacks in size and 
status, the dub intends to 
make tip with proper busi- 
ness management Of the 
money raised from the flota- 
tion this spring - the path- 
finder prospectus is due out 
in early May - about LlObn 
will be used to redevelop the 
dub’s home, Stadio Rena to 
DaD’Ara. 

Bologna's stadium is 
owned by the local council, 
but the dub has just struck 
a 30-year contract to run the 
stadium in return for an 
annual rent of LI 78.6m. This 
will allow the dub to con- 
vert the stadium into a 
money-making asset in its 
own right: merchandise 
shops, a restaurant and 
other facilities will be 
installed under its elegant 
1920s arches, while 34 hospi- 
tality boxes will be built 
under the new roof. The dub 
also hopes the new-Jook sta- 
dium wifi host non-football 
events. 

Mr Gazzoni predicts that 
other sources of revenue, 
particularly from television 
- a new deal far Italian foot- 
ball is due next year which 


could give dubs more con- 
trol over the broadcasting 
rights to their own games - 
wfil also grow quickly. 

- At the same time, a youth 
system developed around a 
new football academy, com- 
bined with the use of rela- 
tively low-salaried players in 
the first-team squad, will 
keep down transfer and 
wage costs. 

A ccording to the club's 
projections, annual rev- 
enues will grow from 
about L50bn this year to 
L65bn in 1998-99. And after 
racking up cumulative losses 
of L54bn in the last four 
years - mostly due to spend- 
ing on the players that won 
the dub promotion in con- 
secutive seasons - Mr Gaz- 
zoni says Bologna will 
break-even this year and 
could be profitable soon 


That would be quite an 
achievement far any Italian 
dub. but Is the promise of 
operating a medium-sized, 
tidily profitable, moderately 
ambitious football club 
enough to entice institutions 
to buy the shares? 

Judging by recent events 
in London, where football 
shares are in a prolonged 
slump, UK institutions may 
prefer to stick with only the 
biggest of the sport's brands. 


although institutional and 
retail investors in Italy may 
be more enthusiastic. 

Ultimately, the fate of 
Bologna’s flotation may 
come down to price. The big- 
gest lesson the Italians can 
learn from the British expe- 
rience is not to over-price 
the dubs on Dotation. . 

The other Italian club 
floating on the stock market 
this spring, the Rome-based 
Lazio, is expected to be val- 
ued at more than twice its 
annual earnings of about 
Ll27bn. Bologna’s advisers 
are preparing to price the 
dub at well under twice this 
year’s projected revenues of 
LSObn. 

Far the dub’s fans. Issues 
of Dotations, equity pricing, 
and merchandising plans are 
not what matters, and here 
Mr Gazzoni has a few wards 
of comfort “We may not be 
able to compete financially 
with them, but the top six 
clubs do make mistakes. 
Money isn’t everything in 
football." 

And to prove him right, 
this Sunday Bologna played 
mighty Milan - whose team 
Included such well-known 
(and expensive) stars as 
George Weah, Patrick Kfcdv- 
ert and Paolo Mairihii - and 
won comfortably 3-0. Notch 
that one up to Italian foot- 
ball’s new breed of owners." 
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OM ahead on 
record turnover 


By Ifei Bart h Stockholm 


OM Gruppen, the publldy- 
quotod operator of the Swed- 
ish stock and derivatives 
exchanges, yesterday 
reported sharply increased 
first-quarter profits follow- 
ing record turnover In 
equity trading. 

The company, which 
merged tins year with the 
Stockholm bourse, said aver- 
age daily turnover in Swed- 
ish equities had risen from 
SKrS.3bn to SKr7.3bn 
($940m; in the first three 
months of the year. 

That helped lift pre-tax 
profits from SKr82m to 
SErlSlm on turnover of 
SKr393m, up from SErSIQm 
last time. 

hi spite of the strong vol- 
ume increase, OM has 
argued that the attraction of 
equity trading in the region 
• been undermined by 
fragmentation among Scan- 
dinavian exchanges. 

OM, which also operates 
the OMLX securities and 
derivatives exchange in Lon- 
don, said yesterday it would 
press ahead with an equity 
trading alliance between the 
Stockholm and Copenhagen 
stock exchanges. 


The Helsinki and Oslo 
bourses have been 
approached informally about 
joining the alliance. "We 
need to discuss the advan- 
tages of a common clearing 
and distribution platform in 
the Nordic region," said Per 
Lazsson, OM chief executive. 

In the first quarter of Hite 
year, operating profits at OM 
jumped from SKr67m last 
time to SKr95m - partly due 
to strung trading volumes in 
options and futures. 

That offset a disappointing 
performance in derivatives, 
where daily turnover in 
equity and interest rate- 
related contracts fell 24 per 
cent to 155,367. 

"The reduced activity is 
due partly to the stabilisa- 
tion of interest rate levels 
and the restructuring in the 
Swedish fixed income mar- 
ket” Mr Larssan said. 

Earnings per share rose 
from SKrO.96 to SKrLOi 

Announcing: the figures 
yesterday, Mr Larsson said 
OM.had been reorganised 
into three divisions: Stock- 
holm exchang es, represent- 
ing equity and derivatives 
trading; distribution, clear- 
ing and settlements; and OM 
technology. 


Orange group 
wins Swiss bid 
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By WHBam HaH n Zmfeta 

Orange, the fast-growing UK 

mobile phone operator, has 
beaten international compet- 
itors including British Tele- 
communications, Deutsche 
Telekom and France Tele- 
com to win one of two new 
mobile telephone licences to 
Switzerland. 

Orange, which is in a con- 
sortium with Germany’s 
Vlag, Swlssphone Engineer- 
ing and the Cantonal Bank 
of Valid, has been awarded a 
licence to operate a network 
in the 1800MHz frequency 
band. 

DiAx, a consortium of 
Swiss utilities and SBC, the 
US telecoms group, has «!«> 
won a licence to operate a 
dual-band network using the 
same frequencies as 
Swisscom, the state-owned 
carrier which until now has 
had a monopoly in mobile 
services. 

Switzerland, which opened 
up its telecoms market this 
year, is the new battle- 
ground for international 
operators. Sunrise, a Swiss 
consortium in which British 
Telecom and Tele Danmark 
have stakes, and ’ DiAx are 
both building fixed-line 



networks to compete with 
Swisscom. and were 
regarded as the frontrunners 

among the six bidders for 

the mobile licences. 

Orange, by contrast, was 
seen as an outsider because 
it lacked a well-known Swiss 
partner and did not have' the 
business and political con- 
nections of some of tha 
competitors. 

Switzerland is unusual id 
that it is not charging an 
annual fee and awarded the 
licences on merit rather 
than to the highest bidder.-* 

DiAx was picked because 
it would enter the market 
quickly and offered the 
widest coverage: Orange 
won because it was consid- 
ered to be “very expect- . 
raced- to the network field 
and Sn marketing its 
services. 

Orange’s experience in the 
UK mobile phone market; 
where it was a late entrant 
but now has a 14 per cent 
share and one of the best 
recognised hrand names, is 
understood to have counted 
heavily with the Swiss 

authorities 

The company has licences 
in Austria and Belgium and 
is bidding for one in Ireland. 
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British 

By Jonathan Guthrie 


British Biotech, the flagship 
company of the UK. biotech- 
oology company, yesterday 
dismissed Andrew Millar, 
director of clinical research! 
for allegedly disclosing confi- 
dential information to third 
parties. 

He is believed to have dis- 
cussed research and an 
inte rnal debate on commer- 
cial strategy with Perpetual, 
which holds 8 per cent of its 
shares. 
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Biotech fires research director 


The company also con- 
tinued that the US Securities 
and Exchange Commission 
was investigating the accu- 
racy of press reteases on the 
development of marimastat, 
a cancer drug, issued in 1995 
and 1996. 

British Biotech has dis- 
missed Dr MHlar at a critical 
time, it is attempting to 
prove the efficacy of two 
blockbuster drugs - Zamtwr 
for acute pancreatitis an n 
marimastat for cancer - 
through phase ID eiinit^] tri- 


als. Final results, on which 
the company’s fortunes 
depend, are due next year. 

British Biotech is unusual 
in seeking to market new 
drugs as well as discover 
and develop them. During 
internal policy discussions 
Dr Millar advocated a stron- 
ger role for partnership 
deals, in which big pharma- 
ceutical companies help with 
distribution. 

It Is thought ha discussed 
his views with Margaret 
Roddan and Neil Woodford, 


two senior fund managers-at 
Perpetual, and drew their 
attention to £L2m (S2m) in 
share sales by Keith McCul- 
lagh, chief executive, and Sir 
Brian Richards, former 
chai rman. These were made 
shortly before the company 
announced it was dropping 
the batimastai cancer treat- 
ment in 1995. 

British Biotech said it had 
commissioned an indepen- 
dent investigation by law 
firm Cameron McKenna into 
the reasons of Dr Millar for 


disclosing the policy debate. 
The company said the inves- 
tigation proved that the 
share sales complied with 
stock exchange regulations. 

Analysts said they were 
worried by the failure of 
British Biotech to give a full 
explanation of the circum- 
stances surrounding Dr Mil - 
tar’s dismissal Nick Woolf, a 
pharmaceuticals analyst at 
Bank America Robertson 
Stephens, the broker, said: 
“These are worrying times 
for British Biotech . . . recent 


events have raised questions 
for shareholders over the 
position of Mr McCullagh." 

Analysts said they were 
also concerned by the deri- 
sion of British Biotech not to 
publish interim trial results 
for marimastat. 

British Biotech shares fen 
15 per cent to 50p in early 
trading, recovering to Sffrp 
by the close. 

The market capitalisation 
of British Biotech has plum- 
meted from £i.9bn last year 
to £372m today. 







IBC earmarks £33m 
to expand publishing 


By Susanna Voyfe 


IBC Group, the events and 
publishing company, yester- 
day said it had £33m ($55m) 
to spend on publishing 
acquisitions this year. 

The group - which organ- 
ises conference and exhibi- 
tions, publishes newsletters 
and magazines and runs 
training courses - said that 
if the right opportunity pres- 
ented itself it could raise up 
to £50m. 

Announcing a 19 per cent 
rise in 1997 pre-tax profits to 
£16.3m, ahead of market 


expectations, Peter Rigby, 
chief executive, mid IBC was 
looking for small bolt-on 
acquisitions “into those mar- 
ket places where we already 
have strengths". The shares 
rose 16%p to 456p. 

Mr Rigby wants to reduce 
IBC’s dependence on events 
- currently more than 60 per 
cent of business - and build 
up the publishing side, a 
higher margin business. He 
would be happier with a 50/ 
50 split and is looking fin- 
acquisitions with profits ctf 
between £100.000 and 
£300,000 a year. 


Turnover rose 16 per cent 
to £i39.6m - largely driven 
by a 79 per cent increase to 
£5.2m in the magazines divi- 
sion after seven acquisitions 
last year. In terms of mar- 
kets, the biggest gain in 
turnover came from IT and 
telecommunications, up 67 
per cent to £2&9m. 

Jim Wilkinson, finance 
director, said the strength of 
sterling had cost £l.lm 
through translation. 

Operating profit was 
£l9.7m against £l4.5m as 
operating margins rose f rom 
11.4 per cent to 11.7 per cent. 



Peter Rigby: looking to reduce dependence on events and buBd up pubGshing side Brendan Con 


Prudential to oppose GUS bid 


Thomson Travel 


By Peggy HoUmger 

Great Universal Stores' 
£19bn ($32bn) hostile bid for 
Argos hung in the balance 
yesterday after a leading 
shareholder in the embattled 
high street catalogue retailer 
declared its support for the 
existing beard. 

Despite a meeting with 
GUS yesterday, Prudential 
Corporation said it intended 
to vote against the 650p a 
share cash offer, which 
closes on Friday. Prudential 
is Argos's second largest 
investor with almost 7 per 
cent of the company. 

“As long-term investors 
we anticipate supporting the 
Aigos board," Prudential 


said. “Argos has shown 
many years of satisfactory 
trading and the new man- 
agement should be able to 
build on thb foundation. In 
these circumstances. 65Gp is 
not enough." Another lead- 
ing shareholder, which 
also met the management 
teams of both Argos and 
GUS. echoed Prudential’s 
sentiments yesterday. 

"The issue confronting 
shareholders is very simple,” 
it said. “Are you likely to do 
better out of Argos than you 
are out of equities generally 
over the next 12 months?" It 
said it was prepared to 
accept that the changes pro- 
posed by the Argos manage- 
ment team could "lead to a 


price performance that was 
better than the markets". 

The comments might be 
enough to swing the out- 
come of a bid battle that 
most analysts have already 
written off in GUS’s favour. 
However, the marke t has in 

the past proved exceedingly 
reluctant to reject cash bids 
in favour of incumbent man- 
agement 

Other leading sharehold- 
ers said they were likely to 
accept the offer. “I think it 
will be very close," said one. 
“But I think it is an offer we 
cannot refuse. The business 
will fine better under GDS 
and the Argos share price 
will fall if the offer is not 
accepted.” He and other 


shareholders had not been 
convinced by the last minute 
revelations from Argos over 
the weekend of better than 
expected current trading. 
"Argos makes about 80 per 
cent of its profits in the sec- 
ond half,” said another of 
Argos's top 10 shareholders. 
“It would be foolish to base 
any decision on current trad- 
ing." 

Both companies will have 
met most of the top 10 inves- 
tors by the middle of the 
week. They control almost 50 
per cent of Argos. One inves- 
tor controlling about 2 per 
cent said they would inform 
the companies of their deci- 
sion before the end of the 
week. 
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sets price range 


By Scheherazade 
Daneshfchu, Leisure 
Imkistries Correspondent 


Thomson Travel Group, the 
UK’s largest package holiday 
company, yesterday set a 
price range of I40p-l70p for 
Its notation next month, 
valuing it between £1.4bn 
and £L7bn ($2_8bn). It is the 
UK's largest flotation for 
almost a year. 

The proceeds of the global 
offer will go to the Thomson 
Corporation, the Canadian- 
based publishing group 
which has been Thomson 
Travel’s parent for more 
than 30 years. 

No new money is being 
raised. The offer price, to be 
arrived at through a book- 
building exercise, will be 
announced on May 11. 

The pathfinder prospectus 
showed pro-forma underly- 
ing pre-tax profits in the 
year to December 31 of 
£111 .dm and earnings per 
share of 8.4p. 

Analysts said the shares 
were being priced for a trou- 
ble-free sale. 


On forecast pre-tax profits 
of £i20m and framings per 
share of 9.6p this year, the 
shares are at a 22 per cent 
discount to the market at 
the bottom of the range, and 
a 6 per cent discount at the 
top. 

They are also at a discount 
of between 15 and 30 per 
cent to Airtours, the UK’s 
second largest package holi- 
day group. 

Nigel Hicks, leisure ana- 
lyst at CSFB. said: “It looks 
an excessive discount to the 
market at the bottom of the 
range." The holiday market 
was buoyant for summer 
1998 and the outlook was 
favourable given the pound's 
strength, he said. 

Paul Brett, chief executive, 
said summer bookings were 
running 17 per cent ahead of 
the same time last year and 
supply and demand of holi- 
days appeared to be in bal- 
ance. 

However, the long-haul 
sector, one of the fastest- 
growing areas, is not expec- 
ted to expand this year fol- 
lowing adverse publicity. 


COMMENT 

Courtauids 


Akzo has learned one impor- 
tant lesson since its acquisi- 
tion of Nobel: it is unwise to 
base too much of the finan- 
cial logic of a deal on hoped- 
for synergies that may then 
prove difficult to deliver. 

Hence Akzo’s assertion yes- 
terday that its £l-8bn acquisi- 
tion of Courtauids would be 
earnings enhancing before 
any such synergies. Viewed 
through the more demanding 
prism of returns on invest- 
ment. the acquisition wifi 
just about match Akzo’s cost 
of capital. 

At 450p a share. Courtauids 
is no steal. To get to a similar 
break-up value, Courtauids’ coatings division would need to 
be valued at a pricey 1.5 to 1.6 times sales. Courtauids 
shareholders may have got as much if the company bad 
pursued its demerger, and a heated auction had developed 
for coatings. But it is unlikely they will have got as much as 
5QOp. Tins way, they crystallise value for certain. 

The deal also stacks up for Akzo. It transforms it into the 
largest paints company in the world, gives it a base in Asia 
and limits the pain or getting out of fibres. But shareholders 
should demand to know why the company did not consider 
going hostile in January when Courtauids 1 shares slid 
to 34 op. 

British Biotech 

Keith McCullagh, chief executive of British Biotech, faces a 
difficult decision. Should he brazen out the collapse in the 
company's share price and the bad odour left after a stream 
of bad news? Or should he resign? Certainly the Andrew 
Millar affair has done nothing to enhance his management 
reputation. Dr Millar was passed over for promotion, and the 
best way to deal with a potential malcontent is to pay him 
off and tie his tongue. Instead shareholders were allowed to 
draw the inference that the company may have something 
to hide. 

The hiring of solicitors to do a quick review of his com- 
plaints suggests that brazening it out is the order of the day. 
But with important trial results still more than a year away, 
the company should beef up the independent element of its 
board and review whether Dr McCullagh should stay. So far 
what should at worst have been a news vacuum has been 
filled with negative events. Dr McCullagh will need to put 
up a stronger argument if he is to stay. 


PPL looks to 
aid underweight 

By Jonathan Guthrie 


PPL Therapeutics, the 
biotechnology company 
famous for cloning Dolly the 
sheep, said yesterday it was 
researching a treatment to 
help chronically under- 
weight people gain weight 
The company aims to man- 
ufacture an enzyme - bile 
salt stimulating lipase 
CBSSL) - which will help the 
body absorb fat. Premature 
babies and sufferers from 
pancreatitis and cystic fibro- 
sis are expected to benefit 
Dr Ron James, managing 
director of PPL, said: “We 
believe the value of treat- 
ments for this aspect of cys- 
tic fibrosis and pancreatitis 
is $500m a year worldwide. 
The market for treatments 


for pre-term babies could be 
bigger." 

PPL was originally devel- 
oping BSSL on contract for 
Astra, the Swedish pharma- 
ceuticals company, although 
the deal was not disclosed 
until yesterday. Under a new 
agreement PPL will take on 
development costs -and the 
rights to commercialise 
BSSL Astra has an option to 
claw back control of the 
project at the end of phase n 
trials, in return for royalties 
to PPL on any sales. 

PPL also announced prog- 
ress towards breeding genet- 
ically-modified pigs with 
organs that can be trans- 
planted into humans with a 
low risk of rejection. PPL 
reported increased losses of 
£l0-2m (£6J2m) last year. 


Courtauids 
Share prico retow to Ite 
nsEM-StaPvMu 
140 
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SUN LIFE GLOBAL PORTFOLIO (SICAV) 

Registered Office: 50, avenue J.F. Kennedy, Laxembom* 

R.C Lancwuboorg B27526 

DIVIDEND ANNOUNCEMENT 

Tbe Board of Directors announce that a dividend has been declared on 
each of the below mentioned portfolios at the rate per share which 
wifi be paid on I2ih May 1998 to the respective Shareholders of those 
portfolios as recorded » the close of basiness cm 3 1st March 1998. 

]. 1 Op (UKl per share far Haven Portfolio 
I.QOp til K.) per share for Distribution Portfolio 
2. 19p tllK J per share for UK Growth Portfolio 
7.7.1 cents (US) per share for Global Bond Portfolio 
1.63 pfennigs (DM) per share for Ecological Portfolio 
1.19 DM per share for DM Bood Portfolio. 

The Board of Directors 1st April 1998 
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BNP 


Kornmanmvest 
I Sverige AB 
IXS. $100,000,000 
(kanaieed 
Flooring Rate Notes 
doe 1998 

Foe the Interest Period ZOdj 
April. 1998 ro 20* Job, 1998 
die Notes will cany a Rate of 
Interest of 5-875% per ancota, 
dte Interest Amount payable per 
UR $5,000 Note will be US 
$7425 and fat the US $300,000 
Note trill be U.S $1,485.07, 
pottle on 20* jufc 1996. 


Co rap o a w London Agent Basic 


LandeskredStbank 
Badeo-Wurttemberg 
US$200,000000 
Subordinated floating rate 
notes due 2002 

Notice it hereby gjocn that 
the nuts wiB bear Interest at 

5 . 46875 % per tmmm from 

21 April 7998 to21 October 
7998 Interest payabfeon 
21 October l998uM<Baoua 
to USBTMpa U5S1.000 note 
and USS27739 per USSIOJXQ 
note and 0SS2, T7ASS per 
{£5100,000 note. 


Company 

JP Morgan 


jfrewftfTnftw aetRasa 
Tb the Holders of 

The United Mexican States 

Collateralized Moatm# Bate Bonds Due 2019 

ufmng jb HEKEH? QWSN Oat tte lntwert smisaewnriag to* iatewt period 

B at* _ __ isissaAsssi — 

waieaw-p* wl-miRtWLMoo <»**».»» 

CIXlBaHRMAAgagt 


"The group has a strong commitment to improving shareholder returns, 
aiming to grow both earnings and dividends through cost reduction, 
improving economies of scale and growth in emerging markets 


Analyst's opinion (Dresdner Kteinwort Benson, January 28, 1998) 
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1 997: REMARKABLE INCREASE IN RESULTS 


Group key indicators 
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Creating Value 

in Cartonboard and Packaging 

MAYR-MELNHOF KARTON AG A-1040 Vienna. Brahmspfatz 6, Tel.: +43-1 501 36-0, Fax: +43-1 501 36-95 
e-mail: investor, relations ©mayr-melnhof.co.at Web Site: htfoJAvww.mayr-meinhof.co.at 
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BUSINESS OPPORTUNITIES 

tgJU^MEfgCOMBPCEPTOSBgAPWlOI^UPa 


YEAR 

2 0 0 0 


Millennium 


Registered 

Companies 


PRESTIGIOUS NAMES FOR SALE BY TENDER 


Millennium 2000 Holidays Ltd 
Millennium Builders Lid 
MQIennhim Global Leisure Ltd 
Millennium Global Internet Ltd 
WOerauum Real Estate Ltd 
Hilennkmi Universal Media Ltd 
Millennium Financial Advisors Lid 
Millennium Global Enterprises Ltd 


MHIennlum 2000 Trans World Airways lid 
Millennium Middle East Investments Ltd 
Millennium Global Insurance Consultants Ltd 
Millennium Universal Computers Co Ltd 
HtiOennium Australasian Investments Ltd 
Millennium Global Digital Communications Ltd 
MDennium Universal Packaging Co Ltd 
Millennium North America] Investment s Ltd 


Millennium Global Developments Ltd Millennium Universal Securities Co Lid 
Millennium Universal Sports Ltd Millennium Global Environmentally Green Products 

HJtefinjum Worldwide Agents Ltd Millennium Universal Technology Co Ltd Ltd 

Millennium L eg al Services Ltd Millennium Global Fuels and Power Ltd 

Hilieanium Global Travel Co Ltd MHlennhini Worldwide Cable & TV Co Ltd 
Millennium Worldwide Food Co Ltd Millennium Worldwide Construction Co Ltd 
Millennium Universal Products Lid Millennium Scandinavian Investments Lid 
Millennium Universal Chemicals Ltd Millennium Worldwide Distribution Co Ltd 
Millennium Asian Commodities Co Ltd HBIennium Worldwide Exhibitions Co Ltd 
Millennium UK Investments Co Ltd Millennium Global Telecommindcatlons Co Ltd 

Millennium Worldwide Design Co Ltd HHennhnn Continental Haulage and Transport Ltd 
Millennium Worldwide Exports Co Ltd Millennium Worldwide Transportation Co Ltd 
Millennium Universal Condoms Ltd - (enter the Millennium wSh safotyll) 


, Sssied lenders to be received by 12 neon, Tuesday 5th May 1998 at: 
Millennium Holdings, c/o Axel Chartered Accountants. 3 Minsnull Street Kn: 
| Cheshire. WA1 6 6HG. 



Free Business 
Consultancy! 

A Urge multinational company 
i* interested in offering free 
Snsfaesa Strategy Constancy 
by a team of in senior executives 
as pan or their developments. 
If you employ 20-100 staff 
turnover £1-100 MUlkn/anmun 
and 2 m* from London. 

Call 01483 271403 
Steve Weston 


PROPERTY DEVELOPIffiNT 
OPPORRJW7ES SangSt Manaflornl 
fe a substantial and highly successful 
leddenHdndcpnvaoanBtitancyaWi 
oflbtH h Londaa, Edrtuph, Glasgow; 
Cambridge. Oxford and Hotting fram. 
Mndpub or* a* fcnfe awtobfa of at 
toast £292000 am iwiad >> cornet is. 
Wa ara stoto to ktooduoa and Uy pra|act 
manage high qualty and profitable 
davebpnent o^ximaetoa. Tha hi^«t 
references are vritatate. Ptoaso write li 
tho Aral inatanoe to Maloaim Wafion, 
Senate International Ud- 6 King's 
Parade. Cambridge CBS 1SJ. 


3C 


Cheshire, Warrington and Halton 
Councils invite offers for their 
waste disposal business 3C Waste 

3C has excdiml growth prospects, substantial resaves of consorted • 
airspace, turnover exceeding £38 imHjon and operates: 

3C Four landfill sites in Cheshire 
3C Two transfer stations 
3C 27 CMc Amenity sites 
3C Generates power from two of its sites 

Ror farther Mbmilln contact: 

raiBothsdrild Sc Sobs Ltd, Peter Baes T± Ul+l6l 827 3800 Far DK+l6l &35 3789 

or Shareholder iqneMitahe, John Vfakeoik 

AD initial contact stodd be mde through NM Rothscfe&d 4 Sons limited. 

Jhlt Mftwtfmm ter bom band mod approved Jbr Or pmpom qf Section 57 of the FbmncU 
Sendees Act 1996 by HM!totbecbdi& Sam Limited, tabkb is re&dottd bj BmSBl Kotincbild is ocOng 
txduswtfy for Cbt&lrt! County Council, Vbnhr&aa Borough Council mdBdtouBonmtfiQmncB 
and rflT not be napomUde to anyone At far pnvidhg tbt protoeHens tflmdedh Ut masn 


MOORE STEPHENS BOOTH WHITE 


David Rolph and Stephen Corik, the Joint Administrative 
Receivers, offer for sale the business and assets of the 
following company: 

EASTERN KAYAM OCM LIMITED 

(In Administrative Recci msh ip) 

* Importers and distributors of hand knotted oriental 
nigs and carpels 

* Blue chip customer base 

* Long establis h ed trading name and reputation for 
quality and service 

* TUroovcr circa £6m per annum 

Enquiries to Moore Stephens Booth While, 

3/5 Richmnsworth Road, Watford, WD1 7HC 
Teh 0/923 236622 Fax: 01923 245660 
Quoting reference SMD/JLK 


LANGUAGE SCHOOL 

FOR SALE, 
OUTSIDE LONDON 

British CouncB 
recognJsed/Anels smalHo- 
medium. Interesting freehold 
period property conveniently 
situated tor all amenities. 

Retirement sale. 

B« BS819, nmmcM TbMH. 
One Swdhiwk Bridge, 
London SEl 9HL 


MVESfflHENT PORTFOLIO ter sal*. 
Gross yield ol E2Bh par month. 
Offers rant Cl .85m. 

1WL013B2 84*101. 


FOR SALE 

ESTABLISHES HIGH 

QUALITY ARCHITECTURAL 



WANTED FOR IMMEDIATE 
PURCHASE: 

I] All kiodf of men. women ud 
children’* dothinj 

2} Any other type of mourn ttock 
(other than clothing) win also be of 
mtooL 


ROLTFCH CONVEYORS 
LIMITED 

(In AdnimHaOn UeatimUpl 

P Stanley and G E Blackburn, 
The Joint Administrative 
Receivers offer ter sale die 
business and assets of die 
above Company on a going 


• Quarry material hanging 
business 

• C2 mflBon turnover in last 
financial year 

• Skilled workforce 

• Major ongoing contracts 

Please contact Kail Holmes 
let OII3 244 0044 
Fax: 0113 244 5820 


PnmniE 

SPEGUQTCnicusGniP 

[P@03 ©MLS 

be cam e ef ietlr«— iL 

| Annual turnover. USS7 maUtan~j 

Ptease reply to: 

Box BS612, Flnsiinl Toms. 

Ona SouSMffc Bridge. London SEl SHL 


ALUMINIUM FOIL PAWS 
OAjRDCONVHDERCOAffftNY 

Laosemb&faed tmratj Compny. 
cozral London n rating oSca foe to 

r- » .11 H. 1 _,rl LJ1 

rmaww ■« rou w mnri i 

wldi euaml mmover £2 Jbl 

VUto M Bm BSSSL FtawdUTtoM, 
OteSauanartBridfe 


ENGINEERS BUSINESS 
WANTED 

Prngie aih ra privata group, saefce 
•equitation of furttior eng i neering 
xnara ata : 

□ Sties £3-£30m 

□ Unbar-pwtDmXng^coracfcsposaJ 

□ PretaraMy NonhomAWaxto based 
□W« etiabitohed with om products 

andtor nicho maria pwtoon 
PrtKpali or /Btatnadegorb atft 
Ptoese reply to BacBSSIO, Brand*! 
Times, One Soutnnrfc Bridge, 
LoadoA SEl SHL 


WANTED « Small to madhim »S# 
business Unohrad In PVG-U products 
lor th« construction Industry. Box 
B5822. Financial Timas. Ons 
SouBMarit aktoa. Lnndon SCI 9M. 


Conner. RuaaJakoeu 
Puff Staff 0y 
Tel: +35892976078 
Fax: 4-5589297 7502 




wibamrabaram 
t an wwrrftbu 
We are success driven 
remunerated only on 
cmnpietiott. 

UZMG 

22 High Street 
Sutton ColdfMd 
West MMiands 
672 1UX 

Td:88SQ783X62 
lafl: +44 121 4946 
Fa* 0121 456 4923 
E-nwa:»mng®btiiiter»«!Lcoai 




MuraNMacoMBornssiiA 
London based. Turnover BpplOX. 
rhL Blue chip diem Ho. 
Ott BnB*NaNn 


FOR SALE /MERGER 


Billow Buna & Company, L.LG 

u^SSS»» 




Mld«Bdi oBriMiraif »ctma:of S|i c riiVy 


aniBkdnitts 


ting kicXkK N. Aowica (UMni% Bnpa PX nd fadra 
Dan^Shm of tteGUmlMMoet 

bpaitoMHitoalMNtdiilCMw 

WocVtwidc Sdm md Mmtati ng 


NSHfeKWerMn^Stoto 
3U55MBS Ei 
Wddtc mi 


idMM.U&A- . 


3HS5939S6 


If you can sell 
memorable phone 
numbers, 
call this number. 


P irtincti ro 07000 Plwoncrf Numbers one easy », 
(•member — and even easier to seU. 

CoR Tho Personal Number Company now for mono 
dtotaffs on tha wasting deale rs hip opportunity. 

07000 654321 


Ws ate experienced worldwide operators ta our field utilising 
print, inaanet & broadcast media. 

Vfe own worldwide tights Ibr m^jor porting evoas. 

Vfc now seek hnenste panms to enable os to expand 
die sales operation ml exploit our licensed properties. 
Write lo Bern B5470, Financial Times, One Soothmak Bridge, 
Lmutam SW1 9HL 


BUSINESSES FOR SALE 


James Anderson 
Limited 

(In Receivership) 
Belfast 

The above company^ main activities 
are the manufactue of Roller Shutters, 

Grills, and Doors, together with Contract 
Window Furnishings. 

■ Modem long leasehold premises 
(c.60,000 square feet) 

■ Annual timover E5.2M 

■ Skilled workforce 

■ Substantial Older book 

■ Prestigious customers. 

For further details please contact the 
Administrative Ftecsiven 

Eric Bell, Grant Thornton, Waters Edge, 
Clarendon Dock, Belfast BT1 3BH. 

Tel: 01232 315500 
Fax: 01232 314036 

WebStB: httpT/^wvvigrartt^^ 

Grant Thornton * 

7TO IK mwiMr hm ol GrM Thorwai Mvrtotan* 
Autoortaad or #w W»u» ct owmi Aecamwn 

*i EflBfcnd end WM» weary ot Mamrtbutfmna 


The Administrative Receivers of 
Term Supplies Ltd 
offer for sale 
the Business & assets 
of the company. 

Term Suppfies Ltd manufactures replica football kits 
for a range of Premier & Tbp league football dubs. 
The company has an approximate turnover of £3 
million and boasts a impressive dientbase of blue 
chip companies. Based in the West Midlands the 
company has a staff of 60 personnel. 

Interested parties should, in Ike first Instance, 
contact Pkd Duffy. 

Peter House. St Peter’s Square, 

Manchester Ml 5BH. |PUV 

Tel: 0161 236 1955. BD 0 St«n»w»d 

Fax: 0161 228 1545. 


STRATFORD UPON AVON 

FREEHOLD GIFT SHOP EXCELLENT TOURIST POSITION 
EXCLUSIVE RANGE OF MERCHANDISE 
TURNOVER £10M PER SQUARE FOOT 
UNDER FULL MANAGEMENT 
NON WORKING DIRECTORS EMOLUMENTS £K10OPA- 
FIRST FLOOR TEA-ROOM/UV1NG 
UNLDtOTED POTENTIAL 
FREEHOLD VALUED AX £K350+ 

PRICE REQUIRED EK800 


Box BS805, Financial Times, 

One Southwwt Bridge. Loodca SEl 9HL 


Kniuht 
1 rank 


Devon 

An award winning and Intamattenaffy renowned 
Country House Rretaonmt with letting bedrooms. 

F&ie Geotgjxa Ctaumty Haase wtth etegant noepdan roams. 
RrahxgaB wflhcovca for 50.. 

Prime ifiiiaf room. 6 ea mile taring bedroom*. Ownera' aeooa&xxlitkHL 
Tra d io oca l U mUmppI gntiena «nd grounds 
wilh terrace, kitdra garden and orchard. 

!■ xlt xbwtt 4 mm 042 hectares) 

S a tir* nfM. ti i dftM toi faro/ giBftiaaitogMMtni. . . 

‘ Apply: Exetor (01392} 493101 (MPR flSOX) 



EXPETUBteeD 
PROPERTY DEVELOPER 
Sn Pindar 

RratCtoaaFWarancMand 
Tra* HeeuBJ 

Wtontito Cflrtwt «nar <«i 
VMuraGoiM 

Box BS81 A Hnandto-Ttaw*. 
OncSauaiMukBiidBt. 
London SEl 9HL 


OtiMun. tslahds & WaKunmm • 
Ormor&CoMMtnmtMxaota 
& AnuBBsnunoK. 

Rtu. Services 

For tree ta farawd OB enmet 
OU3Y TRUST UMTTED 
2~ Hoar, 34 OirkS Place. 

S* HtBez, J*wey JEZ4TE 
IttCOlSSU 878774 fee 01534) 35101 


Private Bank for Sale 

AakforFtmraport 
Cal (USA) 310-376-3480 
Fax (USA) 315-708-3842 
E-mafc wboOlmuifft 
Woridwfcte Purin a — 
Consuftants, Inc. . 
"SdufimrincaigRI* 


Reduced ri*fc-VOtprtfirixn 


Tbiw samd - UctrikA rifcdw 

wporitgdtowiyonwnateaa 

iggtmicnaipkiqraipninl 

FlKdW»y*dwks«-]«§«b 
an hr*"***, tew* rid— or «« 
otbeo. Gaia adnatoabqx 

ExpartencB- we’ve been UaMog 

imono keauoaaanB * 20 y» 

Fkr.tMttHori 018857B4W 


f FORMER CEO OF 

major banking group 

Serai-retired, would enjoy 
working in an advisory or 

^mirmanflirfp TXde with 8 young. 

where a 

wise head could be of help, 
please write to: 

Brat B5B2ft Knaodal XSmw 

One SondtWBik Bridge 
London SEl 9HL 


Rest Street OnUnawfi 
becotra tlw premier onto* 
news and Information rtebffljrit, 
thQ convmirricati(B\s btkfoe 
between tha woriA PR and 
the joumaSsts and fextiaby 
analysts who they ' 
aim to Influence. 

(nvestm&tf of CiOO.OOODO k 
required to develop and '--. 
Imptemert new technology. 


Dynamic yoursn pubi'cmaq 
rorrpeny v/i'th st'or’i’j hfi'’ 
spc r ?s r.r '.*.■* require:. 

;o explore brnnri q^cv/! 1 
opportuniiics 



BEIMEX 

International 

Spansput Specialists, 
Iteprescnisrives & Commercial 
Surveyors 

F«c +49-36-628 15 84 


MOTOR DEALERSHIP 

Beds/Herts border 
’Well established qiiaUty detkrdtip 
(ex major franchise) far sale due to 
impending wimwa. Used car taka 
and service heflity from excellent 
the and hatha. 

■ IVnroverCJSm 

■ Low overheads 

■ 250+ ret>3 tufts 

■ LemhoUUiteboldMnlUUd 
Far Amber details oontacp 
WagHath, Ridxnand Hoaae. 
VWkemBoad. Stevenage, 

Hats SGI 3QP 


Kniuht fT^P 
I rank 


Torquay 

The English Riviera 

'' Snpeitly rituted 1 “ 
hofiday apartments ia on 
bqMaftog ditf lop pcaition with 
outstanding aefluvkwa. . 

20 fully eq ui pped holiday xpartraeob. 

Extensive car paric and gwtoe. 

An eaabmbcd and profiaHe business 
for sale as a going emcera lor die 
fhsi time in over 24 yean. ' 
Apply: Excser (01392) 493101 


BUSINESS FOR SALE 

Profitable MkOand engineering 
gronpT/0£9+ milBas. 

Noo-automotive with specialist 
products and processes new 
develo pm ents and own technical 
product range. Bine chip 
customer base and interesting 
land opportunities reedy for 
Int eg ration mto yuu|i 

BOX RtumrtuT Tnwa, 

One Sootirwark Bridge, 
London SHI SHL 


TRAVEL 

AGENCY 

Incentive TYavel 

Successful 

. agency specialising in group 
and incentive travel, based on 
Sooth Coast. All licences. 
MD wishes to retire. 


PROJECT AND CO— PTO AL 
imtngevaMfotoUKand 
jntameflonaleOtnts. 

.Anglo American 

Group Pta. 

TM: 01824 201 365 
Fane 01824 301377 


Management Boy-O* 
What is ytw company vrorth? 

rc qawddiea vakudoo modd. w nodfay 
totomcqifeASk£49Sa+m 
Ear bate droa hron B Bc 


BUSINESSES 
OPPORTUNITIES 


Appear In the Financial TImsi 
■ very Tbsadt^ FHday and 
Satunfay 

Furtarthsr to tev a Moiv - 
or to arfvartlae In this aactton, 
ptaaaa contact -. 




Tel: 0171 344 4500 


OFFICE EQUIPMENT - DISTRIBUTION - S. East 


* FjrraWi^hftri nyfopiaufont hnjrinemt wiHi strong management team. 

* Quality njjp&er of bosiiiess equipmenu 

* High calibre sales team. 

* Annual turnover over £20m and profitabk. 

Expresaiom of interest please in Box B5817. Financial Tunes. 
One Somhwart Bridge. London SEl 9HL 
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PHARMACHEM SALE 

Long established pharmaceutical trading concern, bulk 
actives - some arms length production and JVs; retiring 
beneficial owner seeks sale or merger. 


Fax: 44 (0) 1923 836128 


\l>\ I K I I I N < . \K( IIIN I 
A PI III.H1IM, 

IU <|\| ''S I < Ik s \ I I 


* Earape* tagen spanalist petofeber 
of nostalgic motoring prims and 
past uu di 

•Very profitable witij massive 
growth potential - Easily relocated. 

* V*l«mbfc; aretnvc coUcction 

* a*— w— im— 

* Copyrigls Pnblitlinig Lieeiije* 

■ Ran & unique oppmuHiy 

Pur fcrtber details contact 
Mr Roger* on §1372 451880 


Precision Eng. 
South East 


PHOTOCOPIERS AND FACSIMILE EQUIP MEN 1 
DIRECT SALE AND MAINTENANCE - S. East 


* independent bocinraa with strong direct Bales team. 

* Contracted rrmint m anry business base. 

* Ammal turnover over £3m and prefRaMe. 


res or merest please to Box 85828, Financial Tunes. 
One Southwark Bridge, London SEl 9HL 


c: 

Cabo u chon 


(WHO ARE IN RECEIVERSHIP} 

Approx. 600030 pieces of Quoflty Costume JeweBoy 
ft accessories for sale. 

AI the Jewefty b 18ct iyjld, rtxxAm or diver plated 






AUCTIONS 


Dear British Citfoea 

Yon are inviod as a goest of 
honour to our Fantastic Game 
Reserve Auction to be held at 
the J oharmrathnr y Inti-TTn^f^t 
Airport Holiday hm on the 
6th May 1998 


Game Reserve. Beieada 
Safaris 

6,283 ha in the fantastic 

WtaeriwgBinfaitid- 

Muhvattra4jouing 

Lapriaia - Kwalata Gum 

Reserves 

Please phone jnepbnranal 
Wfe 27-14-7SJ 3642/755 3887 
ANDRIESNEL 


LEGAL 

NOTICES 


Na004|4of 19W 
IN TOE fflCH OOUftr OF JIHTKE 
CHANCERY CrtvmON 
COMftUOESCOUIri 

_ INTHEMATTEHOF 

AACADlAWINTBSNAnONALFLC 

■ rod - 

INTOE MATTER OF THE 
COMMNEBSACT Mgs 
NOTICE IS HEREBY aiVEN An u ' 
Order ufiltj Ht*h Com of Aatiee. 
Orooqr DnUno daed 3tth Mudi 19W 


fSte5tU»0 to £19 JS I jm.1 3 nd rite 

Wore inwwMUyflm Cum toow^irth 


iiVuV'i 


Anwcra ragUifflBS by “>• SfeatBm or 

Ctananaoo ttaUi thy of AprtnWt 

Pacd te 31 k day of ApS 1 M8 
CUFTORD OMNCE 
SOOAUcnpto&nct 
Loudon BC1A4D 
Reft SO 

SoSdunto teOanpoov 
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The Russian Fed ^ Issue 14 -April 21 1998 

"operty Fund (RFPF) announces the comm e rcial bidding with investment conditions for sale 75% stake of total issued stock + 1 stock of Open Joint-Stock Company “Oil company Rosneft”. 


Legal address 


-v- >wjnicznraya, Moscow, Rm. 

ProoroTgwvcniajent regtsfration 

'***^0-^. ft* 7 . 1995. Registration No. 024.537. 

Types of activity 

SSS? nrfneral rcsonrMS! ’ pw*®*® 

sen™, storage and sale coostnner goods and 

P^ando^ 

auhoriMd miI * CCt 0 P cradons witb Mocks added to a company's 

,tS i0n T° tl “ wcD - »®«8««ni the ««**» of feeftteal 

md Us snbsidiaiSShkrS 1 !!?!^ 1 ^”^ wSa ““““k produced bofe by fee company 
^^crfolsuandpe^pn^^ 

“ d -* «*»omi* e xi^ 


ban!d0 *- Snancnd aod other economic entities 

, . . . ,- ■ c r* ng on * com P tta y objectives and to flwiw its interests: w jirin n in 
-dvertismg and publishing. bolding addbldao* expostti^TSms. - 

ma ^ Cg ^ n ^~ ot * ier ^ orcas Of activities, including foreign econo mic 
^tmowftncliidnjg export and import operations), canying out work and offering services 

Socia] envinmmoital protection activities in the region* where tbe company is 

aenve. chanty, social protection of company’s employees and as company property socurity. 
Listing of company main products 

Gasoline: motor gasoline A-76. A-92, and Aj-93 leaded and unleaded 
A-l export gasoline; aviation gasoline (B-70) 

dksel foci - L-0, 2-40; L-0. 2-62 (for export); L-0.5-62 (winter, arctic use) 
aviation keroesene 

banting kerosene * 

marine fuel 
sum besting fud 

M-40 and M-IOO low- and littlc-sulfuroos and sulftrroas fimree fijd ofl 

bunker fud 

vacuum gasoline 

SPEBT-braxtd gas 

butane 

NG and NGZh liquid 

motor oil - - 

diesel oil 
helicopter oD 
special greases. 

Number of company employees as of Jan. 1 62546 

Company real estate holding Two hectares * * 

Characteristics of company real estate holdings 

Plot of land designated for farming and hnnriwg located in tbe Koftsovo Lopati&sky wood s 
in the Tarussky region of tbe Kalnga region, cadastral No. P-0Q2. 


Proof of property ownership 

RF-H-KTr series No. 004983, registration number 9784 of May 17, 1996; 

Thare ate no Barits ro tbe use of tbe lantLAnfhaiiKd capital 

90,179,359,000 (Nmay bOfibn. me hundred and seventy nine milHnw three hundred and 
fifty nine thousand) mhles (at 1997 prices). 

Proof of state registration «f stock: issues 

Stock issue registered by a decree of the Federal Commission on fee Securities Market of 
March. 19. 1998 No. ZZO-p 

Registered common nock- No. 1-QI-00122A of March 19, 1998; 

Registered preferred stock -No. 2-01-00122-A of March 19, 1998. 

List of jofotatock companies indnded In RnoKftitftfLRMneff’s stack in their share 
capital 

Rosnefi-Dagpefi 38% 

Rosneft-Kiasnodameftegaz 38% 

Rosneft-Pumeftagaz 38% 

Rondt^haHnni opieftag aa 38% 

Rnsrwft-Stavropolneftsgaz 38% 

Rosneft-Tfenuneft 38% 

Kcunsomofltsy Rafinery-Rosneft 38% 

RjosneftrKiasaodamefte>cigsiincz 38% 

Rosoeft-ThapssnBky Refinery 38% 

MOPZNeftcprodakr 38% 

Rosnefi-Alndnefteprodukt 38% 

AR3AG 38% 

Rosneft-Arkhangd«lmf^TeproAri3 38% 

Tgahhatlrwcfiapmdnln . . 38% 

Rosncti-Karacfaaevo-CbDifeBSskneflcpnxhkt 38% 

RxMoeft-KcmerovooeftqprxxUikl 38% 

Rosaeft-Knbamjrfteproduki (former Kresnodamefteprodakr) 38% 

Rosneft-Krasnodarskaya Nefieboza 38% 

Rosneft-Kmganneflepiodnkt 38% 

RofinefoMunnanskneftEprodnkt 38% 

Rosneft->fekhodlanfjfa5prodnkt 38% 

Roeaeft-Scver-Nefta-Savis 38% 

RosaedT-Saiolenskitefleprodnkt 38% 

Stavropo ln cftB p i o dukl 83% 

Rrsneft-Trapsenefteprodnkt 38% 

Rosneft- Yamahtefieprorlila 38% 

Arkhangplskgor^ogodobycba (former Addongleskgpologiya) 255% 

KosneftrNeftegazsnab 38% 

Rosnefi-Neftekomplekl 38% 

dVEmeftegaz 205% 

Rosnefteimpeks Rosneft 38% 

ASUNefteprodnla Central Design Office 38% 

Register bolder 

Closed JSC “Specialized Registrar '‘Reestr-Seivte'* 

Legal address 

12 Derbeaevskaya. Moscow, Russia. J 131 14 

Postal address: IS Sadovnicheskaya, Moscow, Russia, 113035 Tel: 234-70-83. 


Debts owed by the company, including to the federal budget, budgets of Russian 
Federation subjects, fecal budgets, and state cttrs-budgel finds, as of Oct. 1, 1997 (i& 
1997 prices); 

Budgets of all level* - 149,455 million rubles, including: the federal budget - 94994 million 
nodes: budget* of Russian Federation subjects - 54461 million rubles; extra-budget funds - 
78643.7 millloo rabies, mctwimp pension funds - 882 mfflkxi rubles. 

Thee is no limn to tbe resale of company shires. 

There is no Emit to the participation of non-Russian Federation residents or of Russian 
resident* affiliated with foreign legal entities or private individuals. 

The auction is to be held in accordance with tbe “Procedure for holding auctions of state- 
owned Rosneft stock,” outlined by presidential decree No. 359-r of March 19, 1998 (die 
Procedure). 

The auction is open, bids are taken In closed form. 

Tbe soke offered for tbe auction consists of 67634520 (sixty seven million, six hundred 
thirty four thousand, one thousand five hundred twenty) shares of common stock (75% of 
total number of common stock. + 1 stock!- 

Par vabe - 1000 rabies (in 1997 prices). 

Nominal price of stake - 67,634.520.000 (sixty seven billion, six hundred thirty four million, 
five hundred twenty thousand) rubles (at 1997 prices). 

Initial price of stake is 12.795,300,000 (twelve billion, seven hundred ninety five milUou, 
three hundred thousand; nthtes (in 1998 prices). 

Means of payment - cash payment in Russian Federation currency (rubles). 

Hie means of investment payments is set by the Procedure and by supplement No. I to the 
P ro ced ure , and include the transfer of the prescribed investments and ensuring their targeted 
use while necessarily observing (be terms o tbe Procedure, aod the volumes and terms of 
paying investments. 

Tbe volume of investments u> be paid by the buyer is set by the Procedure (supplement No. 
I) said comes to 399,960,000 (three hundred ninety nine million, nine hundred and sixty . 
thousand) US dollara. j 

Investments an to be paid without rede m pt io n or compensation according to the purchase 
of Rosneft shares agreement, as well as an a greem ent on the Procedure for fblfiling the 
auction’s investment conditions and on using investments according to supplement No. 2 to 
the Procedure. Tbe sum of investments in rabies is set according to the Russian Central 
Bank rate at the date of payment. 

Rosneft Balance Sheet as of Oct- 1, 1997, fo tbonsaads of rubles: 


Long-term assets 
Current assets 


Balance 

Liabilities 


Lapnal reserves 
Long-term liabilities 
Short-term liabilities 
Balance 


572^13.750 

1362.601.128 

16377305 

1351.792383 


895381383 
46,4X000 
1 309.777300 
1.951.792383 


Tbe documents to be presented for participatkm in the auction: 

a) bid ki participate intbe auction whh obligation to execute lire tenns of the aottiao set by tbe seDec The bid must include a list signed by the bidder of tbe documans provided (two copies), one qfwhichwiH be reamed to the bidder with the dale and rime (hour and minute) that tbe lad was 
submitted and tbe authorized by the signature as tbe seDer; 

b) a payment order with bank confirmation tint the biddeq m accordance with supplement IS of tbe Pttatiure,has dqxriied20G,0003(XMX» (two hffliM) rubles (1998 ptiascateXtemdui^ 

price scale); assurance that tfa investment c ond iti o ns are met, totalling 150300300 (one hundred and fifty million) mhles (1998 price scale) and in accordance with an agreement on the advance payment. The advance pa y men t wiD be transferred to dm seller's special mnnni Nix 
40309810400000000008 m OFERU-1 of QwCeozal Bank of Russia, 67X344502002, INN770409784LTbeadvttce payment dutild bean tire shove-stated accoant non haerihan May 26, 1998. 

c) a domne nt expressing the consent of the Russian Federation State Anti-Monopoly Co nun inee to the bidder’* buying state in Rosneft stock; 

d) inquiry by tbe lax inspection savice into the d ech rari o a irf money sources used to pay die sum equal to the size of the stake’* starting pribc in a form affirmed by the set order m accordant wifltBovenimmt decree Nn. 706 of l^h.TR, 1996 wiritieri “On rr w)finn«t^n »>ftiw»t*yT>p.e«tV 

procedure fair pro claiming money maice* used liy legal entities and private jmWvMnatf when paying wirh it ^mqiy K nf prhmriaing m«i» and nmminipol (Pmmw RwWafVYri T f ^lirinn 1995, No. 10, p. 907); 

e) copies of the darter doca m e nls , au t h o rize d in the set ftmn; 

0 balance sheets for the previous three year* of activity (if a legal entity has been in existe n c e far less than three years -for the time of its oostence); 

g) written authorization of the managem ent of the hid ii & i - pei mining the taiying of property, if it is neceraary according fo die ladder** conatiturive itoemnwita and Hie legislature <if riw C'ttmTry Ip wfyph tfy. hM-r fa reffVfrrl; 

h) a document coufinning the prcscnceaod size of aritarcof the Russian Federation govqmneat, of Russian Fcderafiop subjects, or of munirapal formations in the bidder's authorised capital (or lack thereof). 

The documents mentioned above must meet tbe re^tiieznsits of legislature of the Russian Federation in force. 

The bids and documents presented by. the bidder are to be taken hno account by the setter in a record of bids wife the set rime (hour and nrinmc) and date of acceptance of each hid. Bids witbom the p res e ma x fo n of all documents outlined by tbeftocedme will not be accqHcd by tbe seflet. 

After tbe bid deadfioc has passed, tbe seller is no( entitled to accqx or return bids and documcots, i nr . hid jng in the case erf a recall of tbe d o a immts submined by the tnddex. 

Participation in the auction If open to legal entities and private imfividoab who: 

• arc recognized buyers in accordance with eatntc edge of the federal law **Ou thefrivi rira ti nn of *twc property and on tbe bash of p tiva i viafion of nraoicSpal ptopeny in the Russian Federation"-. 

• have submitted on time a bid aod presented with it all docu m ents ontfined by the Proce dure aod drawn up in aooairiance with Russian Federation Le gisl a ti o n; 

• have deposited money into die seller's account in accordance with an agreement condoded on the sire and imm of the advance payment as outlined by supplement 15 to the Procedure no later than May 26, 1998. 

The bidder may be refused the right to participate in th auction in the fbHowing instance*: 

» dm bidder can net be recognised u a tayer in acconlaDcewhh Russian {federation legislation; 

■ tbe bid is submined after tbe affiaa] deadline; 

• the bidder has not presented on time aU document* outlined in tbe Procedure, or tbe documents do not correspond with Russian Federation kguhtion 
«. the advance payment was not hr the seller's account by tbe set tin»- do lata- than May 26, 1998 -as prescribed by supplement 15 to tbe Procedure. 

The auction commission, in ■w^ ti**™'** with supplement 20 to d» Procedure, will on May 29, 1998 until 3 pun. Moscow time review the bids and the bidders’ documents, and will cm tbe basis of information provided by the Central Bank of Russia and/or the seDer c onfirm the fact of advance 
payment made in time in accordance with supplement 15 to the Procedure. In the instance ontfined by supplement 18 to tbe Procedure, tbe auction commission wfll decide to reftise the bidder the right to participate in the Auction. Commission signs a protocol in which aD bidt accepted (with tbe 
names of tbe bidders), bids refused, recalled lads, and tbe names of tbe htddrra recognized as auction participants, as well as tbe names of bidden who were refined admittance to tbe auction by regulations of the Procettore are listed. On tbe basis of the protocol, those recognised as auction 
penktipanlS, until 4 pjn. Moscow time on May 19. 1998, wffl be notified of their admteacn by means of p rese n ta tion to them wfoeir authorized repreaemanves of conespondmg iwtificaiicp- 

Bkidcre not admitted to the auction will be informed of this feet by means of delivery to titan upon receipt of die corresponding notification. If absent, the b id d e r wiD be notified by means of a notice sent by post (re gi stered letter) within no more than three days after the protocol oa tbe 
acceptance of bids has been signed. . . 

RiAtfr r fry dv Anrtirw rn mmwri nn as official aoctioa participants wifi subcuit in wrinon farm to the counTiission from 4 to 5 p ju Moscow time on May 29. 1998 their bids on tbe price of Rosneft stock sealed in a separate envelope. 

The auction commission wiD be responsible for tbe opening of envelopes aod for the announcement of the auction participants' bids which must be stated in Russian, signed by the p a rtic ip a n t or it authorised representative, and sealed. The price must be stated both in numerals and written out It 
the price in numerals and the price stated id ftjfl turn out to be different prices, the auction co m a riss i o a wiD take into consideration the price written in folL 

The auction participant who offers the higbesi price for Rosneft Sock wiD be declared winner of the auction. If two or mare hids are of equal value, the participants who submitted ihc bide the earliest will be declared winner. 

NotiJkationof the auction winner and a copy of the protocol on the coolest results wiD be presented to the auction winner or ils authorised representative upon receipc. If absent, tbe winner wfll be notified by post by registtred later within three days after the dale of tbe protocol’s ratification. 
The remaining participants wiD each be sent a copy of tbe protocol witfa&i five days after the date of ia ratification. 

7V» wi the ft nc** n * 1 wnnir (rhe hnyer) wiD conclude an agreement on tbe purchase of Roaaeft shares based on the auction results no later than 20 days after tbe sellar baa ratified the protocol on the auction results and the buyer has submitted an inquiry (from the att inspection service) of 
tbe origin of the financial sources used to make a payment equal to the sale price of the stock. 

A Rosneft purchase agreement is to be ywl'wVH id accordance wife tbe Russian Federation Civil Code and statuses 21 add 28 of the federal law entitled “On the priv a tiz at io n of estate property and on the bases of privatization of municipal p rope r ty in the Russian Federation.'' Tbe form and 
condition rrffeepmehase agreement (draft agreement) proposed for conctadmg the ancsioa with fee winner is (afeDshed in the RFPF bulklm “Refoima.'* 

Thi- mnn-q y--jpiv-r (fee bnycf) wiD pay for ^ height during the ancrion in rabies within do less than 20 days after a pnrehaso of Rosneft shares agreement is coachidcd on tbe price set as a resell of the auction, with the obligatory deposit of no less than half of that amramt within five day* 
after tbe conclusion offee purchase agreement, taking into account tbe som fee winner paid in advance. 

Simultaneously wife dm agreement on fee purchase of Rosneft stake, the auction winner (the buyer) and Rosneft are to conrinde an agreement on the order of carrying out the investment conditions and on tbe use of investments. 

The conclusion offee agreement in question is obligatory for fee seller, the miction winner, and Rosneft. 

TU on the o pW of ^juryin g t* 1 * inv«gment contfitions and on tbe use of investmaaa is to be cnndndcd in accordance with the Procednre in accordance’ with s upnlm e nt No. 2. its form and condition are published in fee RFPF bulletin “Refbrma.” 

The nurahasc a lavement of Rosneft shares is not to be concluded if tbe winner does not present proof of an inquiry by the tax inspection service into tbe financial sources used to make a payment equal to tbe sale price of tbe stock, or if fee contest winner refuses or neglects to conclude the . 

• P * m ’ , «■ iifi*iteriiit the advance payment made by the winner in accordance wife clause 15 of the Procedure wiD not be returned, and the Rosneft stock offered for auction will remain the property of tbe federal govemmenL 


nr* right -»°>r u * rch ' P ^ 3K** ^ ** t nr^fer red to the ancfiqp winner (the buyer) in the order set by agrmncm oc the purchase of Rosneft stock, after fee fnlfikoem of the auction winner (tbe buyer) of the fbDowing conditions: 

• , . . 


7" * -faction of an of the auction's investment oooditipnt ai ontfined by tbe Proce d ure and by tbe agreement* concluded in accordance with iL The feet feat die investment omKfitians have been met must be confirmed by tbe cnmmfarion on tbe control over the ftdfifing of auction 

investment conditions (later listed as “fee Oommi^ou"). 

Tbe auctjoacommiKron is located at the foflowmg address: build. 9, eighth floor, office 810. Lcnmsky Protrpekt, Moscow. Russia: TH. 236-70-90, 236-12-85. 

7U |»;,r t ’~i : "" ,hr> Pi f f * A " Ti *“ that, must he presented to tbe auction commksion. and other information can aU be obtained at the above address. 

AuctiboiwilliwUl beanntMincodonMay29. 1998 at 5 pjn. Moscow tiujeMibcanaionoQmnnssion’s address. 

Bids will be accepted starting March 35. 1998* 0,1 woA tmu 10 luaL 10 6 P 4 ”- time at fee fbDowing ^ address: btrili 9, 0^810. Leafing ProspekL Moscow, Russia; TO. 236-70-90. 236-12^5. 

rvarfiitiw far'^dacinf tads - May 26, 1998. five pda. Moscow time. ’ 

in which no has iypllr^ ” was onhr one c ratk ap an i. or in which none of the appficantswss recognized as a participtm wfll be declared in va&L 

narriemonts are 6^'* pile d to obacive ° n rwqn i gements of anfrtoonopolv la fi S tiari OB. incl n t fi ng statute 10 cf the Russian Federation Civil Code (part one) in fee pail forbidding fee use of civil rights by fee ap plicant* *nA hm> grai nf inmfipg Mnpatjrion hi-t«.w-n trading 

Contew <Kure 18 of fee Rossi™ Fedcraxioo law entitled “On competition and limiting nKxropolBtk; activity on trade tnaikos" in ihe pan oo tbe receipt by the share buyere of pre-emptive consent (rfanfi-raonopoly bodies in the instances observed by the law. 

ACTWttogwRosneft date, the bdat««»tt6^ 

Rosneft balance Shed (coceolidaied) as of Och 1. 1997, in xmDions ofntides: 

A ry-* UabtBdes • Amcwu 

Assets 

18 566.154 Capital reserves 18312,905. 

Long-term issels Long-term Miries 1300377 

Cumaissaets Short-torn laHfities • 7339,716 

->7^52398 Balmce 27352^98 


Cmuxal reserves 

Long-term isscis Longnmn KafaTmes 1300377 

Cunsaissxts Short-tom IrafaDhies • 7339,716 

^ J?is WK vxvm 

Demands for fifflng outbids 

iunk i! mH in by the person or persoos or properly authorised r epre sem a nvex. and certified with the bidder 'iieaL 

An<rtiaa£ of die cornxocnaal contest wife investment conditions oc ibe sak: of federal govennnem-owoed Rosneft stock, outlined in the Procedure; 

- 10 inert J conaimy- ^~n nftcr tir -ri w ^ rwified the protocol oo the auction recite, an apeemcnl oc ifac punimse cf the gock in potation and sn agreement on the order of canying cm invaarraa coreiitiais arvi riv: me of investinags in acccutlanco with the Proccdnrc in qwaion- 

- to«xxhxic,wiilnpiw n drhm no taler than 20 days after the cooclnsio n of the perebaso agnacrocnt in accordance wife snpptouect I2to tbe Procednre; 

• miPTr^^^ M ^ pgpec ^ onK:r ” t:e ° uot ^ e ^ BC:larM ^ onof during the coaclnsioa of tim pntdrase agreeatott is «>t presented, or mfe case of a refasal or decline to coafenfe the agreCTiPK in qneflioo fo acctmlancewi^ 

to the Procedure. ... j, .... 

_ ... addresses and *c bank rocprhtitioffl of the bidder. 


Uli) , (iinpnitir rl by n iir ^ Mdto.of&jamenBixMeniBdm a c^^ wife ww^emcal 16 to fee Procedn r e ariadocmncrtverifyBttthcimlKMityafaptaCTorpci»»»toagtote 

Bids m*v be obtained si the place of bid acCtptHK*- ... 

y ■ - ~ ,r I he fnltowing address: boDd. 9. eafefe Poor, office 8KL Leciasky Rospda. Moscow. Russia: TfcL 236-70-90. 236-12-85. 

•(wfafeCT information, 100 sacuum-v^ 
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INTERNATIONAL CAPITAL MARKETS 


Prices drift lower in light volumes 


GOVERNMENT BONDS 


By Station Danries to London 
and John Labate in New York 

Prices continued to drift 
lower yesterday in light vol- 
umes, with little news to 
give any direction. However, 
analysts suggested that data 
due from Germany this week 
might start to rouse inves- 
tors in the European sector. 

David Brown, chief econo- 
mist at Bear Steams, said: 
“The market thinks that the 
Bundesbank is not Ukely to 
strike with higher rates 
before the May 1-3 Emu and 
euro fixings. All we would 
say is be prepared for any- 
thing, anytime, as there is 
no such thing as political 
correctness when it comes to 
the Bundesbank carving its 
name on the wall of mone- 
tary credibility." 

The Ifo survey, M3 data, 
producer price Inflation and 
west German inflation data 
this week should provide 


more evidence aa to the 
likely direction of German 
interest rates. But in the 
meantim e, GERMAN BONDS 
continued to edge lower. The 
June contract in London set- 
tled down 0.19 at 107.58. 

In the UK, the GUTS mar- 
ket shrugged off the 
announcement of PSBR fig- 
ures for March around 
£L2bn better than the con- 
sensus. with analysts saying 
the focus was aD on interest 
rates, rather than supply of 
bonds. 

Indeed, the future traded 
within a narrow trading 
range of just six basis points, 
and volume was only just 
over 30,000 contracts. It set- 
tled unchanged at 109£. 

Julian Jessop. economist 
at Nikko Europe, said: “The 
numbers have been coming 
in better than expected for 
as long as anyone can 
remember.” 

Nonetheless, he estimated 
that after stripping out the 
effects of the windfall tax. 


the funding requirement for 
the current fiscal year would 
amount to just 2500m. 

Including the tax, there 
would be a substantial sur- 
plus. which would mean a 
reduction in the outstanding 
gilts market - the first in 
seven years - at a time of 
substantial institutional 
liquidity. 

Sterling had weakened, 
after weekend comments by 
a Bank of England monetary 
policy committee member 
suggesting the doves could 
be edging ahead, making 
another interest rate 
increase less likely. 

Nonetheless, the short- 
dated girting market failed 
to respond and in the gilts 
market the yield spread over 
bunds narrowed by only one 
basis point to 100 points. 

ITALIAN BTPS continued 
to track the German 
bund market downwards, 
although inflation data from 
sample cities over the next 
Tew days may provide some 


pointer for the timing of any 
monetary loosening. 

The June contract settled 
Q .20 lower at 119.40, while in 
the cash market, the yield, 
spread over bunds narrowed 
by one basis point to 24 
points. 

Carlo Azeglio Ciampi, trea- 
sury minister, continued to 
say the right things as Ear as 
European monetary union is 
concerned. He said yesterday 
that the country’s debt to 
GDP ratio, a key concern for 
likely follow Emu members, 
would foil from 122 per cent 
to 99 per cent by 2003. 

US TREASURY prices fell 
back in quiet trading. By 
early afternoon, the bench- 
mark 30-year Treasury bond 
had lost to 102jf. sending 
the yield up to 5.924 per cent 

Shorter-term issues were 
also weaker. The two-year 
note fell £ to 99%, yielding 
5.567 per cent, while the 
10-year note lost g to 99g, 
yielding 5 £45 per cent. 

Putting pressure on prices 


were expectations of new 
corporate issues coming to 
market. 

“There’s a lot of corporate 
supply this week, some 
SlQbn to $l5bn,“ said Rich- 
ard GHhooly, international 
bond strategist at Paribas 
Capital Markets. Some 
thought corporate hedging 
had led to lower Treasury 
prices. 

In addition, speculation 
swirled that Robert Rubin, 
treasury secretary, might be 
stepping down from bis post 

“There have been Rubin 
resignation rumours for 
three months and time 
they are denied, so I don’t 
thinfc- they’re having much 
effect on prices," added Mr 
GOhooly. A spokesman for 
the Treasury Department 
denied Mr Rubin was about 
to resign. 

Little fresh econo mic data 
is expected this week. On 
Thursday, new figures on 
weekly unemployment insur- 
ance claims will be released. 


Ford to make 
$2.5bn offering 


BfTERNA^^ 

By Vincent Boland 
and Edward Luce 


Ford Motor Credit will today 
launch S2£bn of bonds, the 
largest corporate offering for 
several weeks. The issue, 
including a seven-year $lbn 
floating-rate tranche and a 
five-year Sl£bn fixed-rate 
portion, will be the first in a 
series of large corporate 
offers this week. 

Bear Stearns, joint lead 
with Salomon Smith Barney, 
said the fixed-rate portion 
was targeted at fund manag- 
ers in the US end the 
floating-rate tranche at 
European hanks and other 
financial institutions. 
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New international bond issues 


The tranches will be 
priced at about 55 basis 
points over the March five- 
year Treasury and some 21 
basis points over three- 
month Libor respectively. 

SIEMENS FINANCE, a 
fund-raising vehicle for the 
German industrial group, 
returned to the market with 
a $200m four-year issue tar- 
geted at Swiss and German 
retail investors. 

One syndicate official said 
there was strong demand for 
scarce high-quality paper, 
and the deal was almost 
entirely sold on the first day. 
ABN Amro, lead manager, 
said the issue was launched 
to get ahead of a rush of 
transactions expected in the 
next couple of days. 
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DEUTSCHE HYPO, the 
mortgage arm of Germany’s 
Dresdner Bank, brought a 
£ibn two-year issue, callable 
after a year, targeted at 
European money market 
funds in the Benelux region, 
Germany and the UK 


Syndicate officials said the 
borrower was seeking to 
diversify outside its tradi- 
tional pfendbrief investor 
base to a more dollar-based 
and international audience. 

Meanwhile OLIVETTI, the 
Italian high technology 


BOND FUTURES AND OPTIONS 

France 
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group, said it would launch 
a ESOOm bond this week, 
making it only the second 
TtoHan company to issue in 
euros. The trend was pio- 
neered by Parmalat, the 
foods group, earlier this 
year. 
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CME to 
trade 
rouble 
contracts 


By Edward Luce 


The Chicago Mercantile 
iKwbang a will today launch 
the first rouble-denominated 
derivatives contract -to be 
list ed outside Russia. 

The three-month contract, 
which will be based on the 
rouble’s change rate with 
the US dollar, will initially 
extend for 18 months In six 
separate maturities. The 
CME will also launch 
Options on the rouble/dollar 
exchange rate. 

Today’s launch follows the 
WftoMiwhmCTit of the CME’S 
other frmer gm g market cur- 
rency contracts, including 
the Mexican peso future and 
option, which trades several 
thousand contracts a day, 
anH similar contracts on the 
less-heavily traded Brazilian 
real and South African rand. 

The CME said the rouble 
products were expected to be 
among its more popular 
emerging market contracts, 
given growing foreign inter- 
est in the Russian market. 

“Foreign investors with 
interests in Russia need 
secure hedging instru- 
ments,” it said. 

S imilar instruments are 
listed domestically in the 
Russian market and traded 
over-the-counter, but the 
CME believes its contracts 
will prove more durable, as 
an OTC or listed contract is 
only as secure as the 
counterparty • or the 
exchange where it Is traded. 

“By trading on th e CME 
you can eliminate your 
credit risk,” said the official. 
The contracts win be worth 
RbsSOODOO apiece, or about 
982,000. The nominal rouble 
size will not change. 

The CME does not appoint 
market-makers for its con- 
tracts. It relies on the liquid- 
ity provided by locals - 
self-employed floor traders. 
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Kazakhstan awards 
privatisation mandates 
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spite of casftig 

Sthe country’s ori and flas sector. Banking consorts ted 
by CrecBtSutese First Boston and Santander Investment wffl 
2il stakes of between 5 per cert and 20 
panies, either as trade sates or through public 
depending on market conditions and tha assessments of foe 
selling banks. . ■ 

The corre>anfe» ere Kazakmys. a copper producer, Mangys- 
taurrwmalgaz and Aktobemunigaz, two oa and gas c«np»- 
nles, and UTM, a magnesium and titanium produ^- Thegw- 
emment said yestatJay It had falsed $78m from state sell-ofe 
hr the first quarter 0 1998, wed betow its own target, but was 
also reported to have raised $55m thr ough t he sate of an ol W 
stake in Mangystaumunalgae s^arate from the stake being 
soW byCSFB. 

• i a«t week, the government caused confusion when It 
announced that further privatisations In the oil and ga& sector 
were being suspended. It later clarified that the suspensions 
referred only to the granting of Dcencas to develop new ol 
and gas fields. However, officials have said they hoped see 
the development of a viable local stock marke t thr ough the 
flotation of state companies. The mandates awarded last 
week were the first awarded under Kazakhstan's “Wue chip* 
privatisation programme, bankers said. 

Kazakhstan has raised about $3bn to date through fortegn. . 
investment In projects in its oil and gas sector, which Is 
regarded as one of the biggest in the world with huge proven 
and untapped resources. Much of the investment has been In 
foreign aoquisttions of stakes in state companies, and the 
government is keen to enable local investors to participate 
through stock market listings. Vincent Boland 

EURO GOVERNMENT BONDS 

Salomon SB to launch index 

Salomon Smith Samey y esterday became the latest invest- 
ment bank to announce it would launch a new government 
bond index to coktcide with tire introduction of Europe's sin- 
gle currency. Salomon SB’s new index, to be launched on ■ 
June 1, win comprise bond Issues with maturities of more 
than one year and greater than El bn in size from member .. 
governments of the euro zone. The bank is also planning e 
euro index comprising euro-denom'mated government bonds 
issued by both European monetary union and non-Emu coun- 
tries, Institutions and companies. 

Banks are rushing to launch euro government bond indices 
to meet growing investor demand for benchmarks to measure 
performance once the euro comes into effect on January 1 
next year. Last month. J. P. Morgan announced its own new 
set of ineflees, and other banks have either done so or are 
planning their own benchmarks, Vincent Boland 
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Yen falls despite intervention threats 


MABKTO 

By Simon Kuper 
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The yen dropped yesterday, 
as the gloom over Japan’s 
economy outweighed the 
prospect of the Bank of 
Japan intervening for its 
currency. The yen’s fen was 
sharper against the D-Mark 
than against the dollar, 
because the market believes 
that any intervention would 
be unlikely to affect D-Mark/ 
yen. 

The split between the US 
and Japan over intervention 
also became more visible 
yesterday. 

The pound fell after com- 
ments by Charles Goodhart, 
member of the Bank of 
England's monetary policy 
committee, which were read 
to mean that he might 
switch to the camp of those 
voting against an interest 
rate rise in the MPC. 

The yen dropped YO.S 
against the dollar and Y0.51 
against the D-Mark to close 


in London at Y132J2 and 
Y7&3$ respectively. The dol- 
lar fell 0.6 pigs against the 
D-Mark to DMZ.soa. The 
pound suffered further in US 
hours, dropping to DM3.015 
ag ains t the D-Mark and 
$1,675 against the dollar, 8J 
Pigs and 1 cent below Fri- 
day’s London dose. 

■ Even the members of the 
Bank of England's MPC do 
not know whether UK inter- 
est rates have peaked, and 
they vote an t.hpm. The com- 
mittee has split 4-4 over a 
rate rise for at least two 
months running, with Eddie 
George, the bank’s governor, 
us i ng his casting vote each 
time to keep rates 
unchanged at 7.25 per cent 

Mr Goodhart has been vot- 
ing for a fate rise. So he 
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caused a stir when he told a 
Sunday newspaper that, cer- 
tain economic data in March 
and early April "would .be 
encouraging for those who 
would hope no further 
increases in interest rates 
might be necessary.” 

If Mr Goodhart changed 
bis vote, the chances of a 
rate rise would Indeed 
shrink shandy. However, he 
also told the newspaper that 
domestically generated infla- 
tion was "quite a way” 
above the government’s tar- 
get of 2.5 per cent It seems 
that traders who were keen 
to sell sterling anyway, 
given signs that the UK 
economy is slowing, used his 
interview as an excuse to do 
so. 

■ It seems that Tokyo and 
Washington do not entirely 
agree about dollar/yen. 
Hlkaru Matsunaga, Japan's 
finance minister, yester- 
day that Robert Rubin. US 
treasury secretary, had 
undermined, the Japanese 
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Easter intervention in sup- 
port of the yen. 

Japan spent billions of dol- 
lars to boost the yen on 
April 9 and Good Friday, and 
Mr Rubin said then that he 
suppo rte d the action. How- 
ever. as Mr Matsunaga told a 
Japanese parliamentary 
committee; "But later on a 
different occasion, Mr Rubin 
said a strong dollar is in the 
US’s interest As a result it 


(his remark) weakened the 
effect of our action to correct 
the yen’s excessive weak- 
ness." 

Philippa Malmgren, cur- 
rency strategist at Bankers 
Trust in London, said the US 
and Japan were "very far 
apart” on the issue of inter- 
vention. She noted that Mr 
Rubin had said after lent 
week’s Group of Seven 
industrialised nations meet- 
ing that there been no 
talk of coordinated G7 action 
for the yen. 

Ms Malmgren. who speaks 
to Japanese officials very 
often, added that the Bank of 
Japan and the Japanese min- 
istry of finance also dis- 
agreed about currencies. 

MOTHER CURRENCIES ~~ 
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“Bank of Japan staff oppose 
currency intervention.” she 
said. But when the ministry 
orders intervention, the 
hank has no choice but to 
act She added: "1 know the 
ministry's line in the ™nd is 
Y135” - the highest it is will- 
ing to let the dollar rise. 
Mark Geddes. treasury econ- 
omist at ABN-Amro in Lon- 
don, said investors thfofc 
Japan may intervene ag ain 
around Friday, when it pres- 
ents the details of its latest 
economic stimulus package. 
He noted that Japan had 
intervened around previous 
packages in December and 
at Easter. 

■ "You always know that 
the markets are quiet when 
you come in the afternoon 
and you get the rumours 
from the US that Mr Rubin, 
has resigned," says Mr 
Geddes. It happened again 
yesterday. Investors must 
know that the reports are 
invariably false, yet they 
always sell some dollars. 
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Annual General Meeting 1998 



We are pleased to Invite our shareholders to 
this year’s Annual General Meeting, which will 
be held on Friday, 5 June 1998 at 10:00 tuo. at 
the International Congress Centre Berlin, Hall 1, 
Messedamm, 14055 Beriin-Charlottenburg. 


Agenda 


(summary) 


1. Presentation of the Annua] financial 
Statement* and Management Report for 
the 1907 financial year with the Report 
of the Supervisory Board; presentation 
of the Consolidated Financial State- 
ments and the Group Management 
Report for the 19S7 financial year 

2 . Allocation of distributable profit 
The Board of Management and the 
Supervisory Board propose that the dis- 
tributable profit for the 1997 financial 
year Of DM 259385,857.00 he allo- 
cated to pay a dividend of DM t.10 per 
share (share n omin al value DM 5.00) 
on equity capital amounting to DM 
1300389350.00 on 51 December 1997. 

5. Approval of the Board of Manage- 
ment’s activities for the 1997 financial 
year 


The Annual Report is available for in- 
spection and may be obtained free of 
charge from: 


4. Approval of the Supervisory Board’s 
activities for the 1997 financial year 

5. Authorisation to acquire own shares 

6. Conversion of the present nominal 
value shares Into no par share certifi- 
cates and the ratification of correspond- 
ing amendments of the Articles of 
Association 

7. Convention of equity capital into 
euros and the ratification of correspond- 
ing amendments of the Articles of Associa- 
tion 

8. Election of auditors tor the 1996 
financial year 


Shareholders who wish to attend the 
Annua) General Meeting and exercise 
their voting rights should deposit their 
shares by 28 May 1998 In accordance 
with the Articles of Association at 
Bankgesellschaft Berlin AG, BerUner 
Bank AG, Landesbank Berlin - Giro- 
rentrale - or another recognised deposi- 
tory onto the end of the Annual General 
Meeting. Shares will also be deemed to 
be properly deposited If they are held 
with the consent of a depository bank on 
blocked accounts at other banks until 
the end of the Annual General Meeting. 
Shares may also be deposited with a 
German notary public or with a securi- 
ties clearing and depositing bank. In this 
case, a recript documenting toe deposit 
of the shares moot be rece i ved by our 
company no later th&a 29 May 1998. 


Bankgeseflscfaaft Berlin AG 
Investor Relations 
Atexanderplacza 
D-10178 Berlin 
Dft +49 30 245-68385 
Fbx: +49 30 245-66393 
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COMMODITIES & AGRIC ULTURE 

reach nine-year le 


MARKHTSREPORT 

By Kenneth Gooding 
and Paul Safanan 

Tin was the only metal to 
Increase In price on the Lon- 
don Metal Exchange yester- 
day. Also, the premium for 
tin for Immediate delivery, 
compared with three-month 
metal. Increased again to 
between $60 and $65 a tonne. 
This premium had reached 
$230 a tonne at one stage In 
March. 


Karen Norton, Billiton 
Metals' analyst, pointed out 
that LME tin stocks were at 

their lowest since October 
1989, when prices were above 
$8,000 a tonne, against yes- 
terday’s close of $5,617.50. 

'This Indicates the market 
is not wholly convinced that 
the low level of LME stocks 
Is an accurate reflection of 
the market’s fundamentals,” 
she says in Billiton's Weekly 

Research Report 
The present tightness of 
nearby tin supply can 


Indian edible 
oil prices jump 


By KunaJ Bose 
In Calcutta 

Prices of edible oils In India 
have jumped more than 20 
per cent since January as 
the winter production or oil- 
feed crops has been forecast 
to fall to 8.47m tonnes from 
9.72m tonnes last time. 

According to the Central 
Organisation for Oil Indus- 
try and Trade, the country's 
total production of oilfeed 
crops In the 1997-98 season 
(November to October), 
including the monsoon crop, 
will be down 300,000 tonnes 
to 21.33m tonnes. 

The crops have been hit by 
unfavourable weather, 
including drought followed 
by unseasonal rain. Less 
than 35 per cent of the 26m 
hectares under oilfeed crops 
has irrigation coverage. 

Trade officials fear further 
rises in edible oils prices in 
the coming weeks as imports 
in the first four months have 
fallen to 305,000 tonnes from 
460,000 tonnes In the same 
period of 1996-07. The price 
of imported palmolein has 
risen 25 per cent to Rs37 (93 
US cents) a kg. 

The COQIT said India, 
which accounts for more 
than 9 per cent of world 
oilfeed crop production, 
would have to raise imports 
by 250,000 tonnes to 1.8m 
tonnes to make up for the 


shortfall in domestic supply. 

The federal government is 
also considering whether to 
lower the 25 per cent ad 
valorem customs duties on 
edible oils. 

“Edible oils are a highly 
sensitive commodity in India 
and the prices are approach- 
ing the flashpoint," said an 
Industry official. 

“The government knows 
the runaway inflation in 
prices is not due to hoarding 
by speculators but to a phys- 
ical shortage of ofl. Imports 
at a much lower duty can 
mitigate the situation,'* he 
added. 

The government is also 
considering a proposal to 
levy two sets of customs 
duties on refined and 
unrefined oiL Refiners want 
the government to remove 
restrictions on the import of 
oilfeed crops and oil-bearing 
materials. 

“The refineries are at the 
most utilising 55 per cent of 
their capacities. It will be a 
great help if they can 
process Imported oil feed 
crops," the COOIT said. 

"What must, however, be 
ensured is that the imports 
do not hurt Indian farmers.” 

It said the farmers would 
not object to imports of oil- 
feed crops as they were get- 
ting more than government- 
declared minimum, support 
prices. 


largely be attributed to 
lower exports from China at 
a time of seasonally strong 
demand. However, Billiton 
expects Chinese exports 
eventually will be little 
changed this year. 

Billiton Is forecasting that 
this year there will be a tin 
supply surplus of 2.000 

tonnes, compared with one 
of 8,000 tonnes in 1997. Ms 
Norton is forecasting an 
average price of $5,510 a 
tonne this year, 2.3 per cent 
below the $5,642 of 1997. 


Palladium prices remained 
volatile on the bullion mar- 
ket because of continuing 
uncertainties about supplies 
from Russia, the biggest pro- 
ducer. it closed in London up 
$13.50 a troy ounce at $326 
an ounce. 

Many metal market partic- 
ipants are now coming to the 
view that exports from Rus- 
sia will start in June - about 
one month earlier than last 
year, when they were 
delayed by bureaucratic 
wrangling. 


On London's International 
Petroleum Exchange, oil 
prices rose slightly - but 
remained range-bound, hi 
late trading, the bellwether 
June contract for Brent 
crude stood at 31454 a barred 
compared with Friday’s 
dose of 5HJ35. 

Brokers said that the 
world oil markets were 
waiting to see what the 
effect would be of Tuesday's 
expiry of the May crude 
fixtures contract on the New 
York Mercantile Exchange. 


Coffee futures rose on the 
London international Finan- 
cial Futures Exchange, with 
the July contract dosing at 
$1,912 a tonne, $12 higher 
than Friday's level 

Vietnam, an important 
exporter, said it had 100,000 
tonnes of COffee left UDSOld 

from its current crop. It has 
exported 220.000 tonnes so 
far from the 1997-98 crop. 

Cocoa built on the gains 
made last Friday, with the 
July contract closing up £16 
at £L053 a tonne. 


Bid to put fizz back in phosphates 

After two flat years, prices of the chemical have been increased, writes Peter John 


P hosphate, the chemical 
that helps put the bub- 
ble in a bottle of pop, is 
regaining its fizz after more 
than two flat years. Produc- 
ers In the US have raised 
prices by 3 to 4 per cent, the 
I first increase since January 
1996. 

Albright & Wilson, the 
British commodity chemi- 
cals group that leads the 
world In industrial phos- 
phates and is responsible for 
16 per cent of global produc- 
tion. has pushed up the US 
cost of phosphoric acid. 

The product, which is used 
in soft drinks such as Coca- 
Cola and Pepsi, has been 
increased in price from 33.5 
cents a pound to 3A5 cents a 
pound. Albright has also 
raised the cost of sodium tri- 
polyphosphate - an impor- 
tant ingredient in washing 
powders - from 4L25 cents 
to 42.75 cents a pound. 

Other big US producers 
such as Solutia - which 
makes up to a third of the 
world's phosphate deriva- 
tives - and FMC are also 
raising prices for phosphoric 
add as well as food and tech- 
nical grade phosphates. 

The increases will not 
trickle through to the cus- 
tomer this year because 
prices are hedged by forward 
buying. But they should pro- 
vide relief for battered mar- 
gins next year, especially for 
Albright, which has suffered 
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from both rising raw materi- 
als and the pressure imposed 
by the strength of sterling. 

Lyall Work, president of 
Albright’s US operations, 
says: “Our phosphate sales 
are significant. One never 
knows fee- sure if [the price 
rise] will stick but we led the 
way and all our competitors 
are following.” 

Mr Work is optimistic the 
increases in the US will have 
a domino effect In other 
regional markets. “In other 
parts of the world, prices 
have been rising slightly but 
the US is a fairly large 
homogenous market so it 
tends to be more transparent 
and point the way." he said. 

Chemicals analysts also 
see the move as a positive 
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step in a hard-hit industry. 
Peter Edwards, a broker at 
ABN Amro, says: “One is 
looking for the beginning of 
a trend and if Albright feels 
it is able to increase the 
price, that is an encouraging 
si gnal, ” 

Jeremy Chantry, of Credit 
Lyonnais Securities, cites, 
the importance among Euro- 
pean operators of offsetting 
the Impact of sharp currency 
moves. 

“Pricing has been a major 
problem over the past few 
years, particularly in 
Europe, and particularly in 
sodium tripolyphosphate, 
where there has also been 
big overcapacity. This pric- 
ing initiative perhaps indi- 
cates that the worst Is ova*." 


On the other hand , one of 
the motors behind rising 
prices is reduced production 
capacity in some areas. Mr 
Edwards says that during 
tiie 1990s the industrial phos- 
phates market fen by 30 per 
cent, partly because of envi- 
ronmental worries. For 
gran’flrig. their use in detar- 
gents is largely responsible 
for outbreaks of vivid green 
algae in rivers and canals. 

Nevertheless, the shift is 
considered good news for the 
industry, while not being 
had news for the local laun- 
dry or the sweet-toothed 
drinker. 

“The price of a bottle of 
cola is not going to rise 
because of this,” says Mr 
Work. “Do not stock up." 


NEWS DIGEST 


NICKEL 


Inco urged to halve size 
of Voisey’s Bay project 


Inco, the Canadian group that 

producer, should halve the see of its 

tfs Bay project in Labrador because, as R i ****** 

unlikely to produce acceptable " 

analyst at Goldman Sachs, the US 

VocsW's was destined to be the vvotW s btggestand - 

lowest-cost nickel producer when Inco took 

Fields, which discovered the deposit, for more thanlJS$3bn 

In March 1996. Since then nickel prices have s*™***. 

-When you do a return calculation and include the acquisi- 
tion cost, the initial capital cost, plus the capital 

that will be required over the life of the nwwto develop 9m . 
additional ore bocBes at depth, you are unlikely to be rim to 
achieve acceptable returns,” said Ms Gusman. 

She issued a report recently stating that the bleak outlook 
for nickel prices and uncertainties surrounding mining taxes, 
power costs and royalties meant the project couW not gener- 
ate adequate returns for Inco as It stands. ^ 

-When we bought [Vcwse/s Bay] in March 1996, the price 
of nickel was US$3.75 [a pound] and last Friday it was * 
US$2.41 . Of course it's less attractive at USS2.41 than at 
US$3.75," Inco said. The company added that it was review- 
ing all aspects of Voisey’s Bay. , i 

Inco has wrestled with a number of delays. Aboriginal land 
claims remain a thorny issue and Newfoundland is demanding 
big concessions, In particular that the ora conoerrtrate be 
refined and smelted hi the province. 

Ms Gassman said that because of the comptexittes sw- 
rounding Inco's negotiations with Newfoundland, the com- 
pany would find it tough to take a write-down on the project . 
Apart from halving the size of the project, It wouftf help If 
Newfoundland let Inco send ore to its facilities at Sudbury, 
Ontario, for the flra# couple of years, she said. 

Since 1990, analysts have reduced their forecasts of 
long-term nickel prices from between US$3.75 and $4 a 
pound to between $2.75 end $3. Reuters, Toronto 


BANANAS 

Panama workers call off strike 

Banana workers fn Panama have called off their strike at plan- 
tations of US company Chiquita, but the year’s production Is 
expected to be alt but wiped out by the stoppage and Its - 
after-effects. 

As well as an estimated $14m in lost exports during the 57- 
day strike, severe delays are inevitable before fruit production', 
resumes because of the lack of maintenance on the Armuefat 
plantation on Panama's Pacific coast. 

Production at the plantation, owned by Chiriqul Land Com* 
parry, a Chiquita subsidiary, totalled about 10m boxes of fruit 
a year. Panama exported 33m boxes of bananas last year. . 
Two-thirds go to Europe, making the country the fourth- 
largest Latin American exporter to the European Union. 

The strike was mainly over the fate of 250 dock workers, 
who wfl lose ttieir jobs as the company redirects its exports 
to another port on Panama’s Atlantic coast It was the second 
longest banana strike in Panama's history. Ernesto Perez Bal- 
ladries, Panama's president criticised the stoppage, saying 
workers had achieved nothing. James WBson, Panama City 
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1012 1504 22.488 

te 

88.125-0.425 66400 65400 1783 

4383 

tow 

300. 6 

+42 

3102 

3082 18337 89.113 

JM 

7730 

+455 7750 

7850 

389 

1461 

JM 

1053 

+16 

1053 

1032 2477 21223 

JM 

07475-0425 68400 67450 4486 

43469 

Ang 

3115 

+42 

312.4 

311.4 

353 8.105 

Sap 

7540 

+465 

- 

- 

143 

Sta> 

1074 

+16 

1074 

1055 

220 224B3 

AW 

68.875-0325 B9L275 66700 2.487 

2D.47H 

Del 

3135 

♦42 

314.0 

3135 

10 4.818 

to* 

7740 

+465 7750 

77.00 

55 

3428 

Doc 

1088 

+16 

1095 

1076 

621 32482 

Oct 

69425-0025 60775 69350 975 

11.962 

Dm 

3155 

+02 

3185 

3155 

622 1BJB0B 

Jm 

7440 

*465 79.00 

7940 

20 

529 

Mar 

1120 

+M 

1119 

1104 

258 38474 

DM 

70123 - 70360 69490 BZ2 

3466 

Feb 

317.7 

*42 

- 

- 

11 4624 

total 
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7496 

MW 

113B 

+14 

1130 

1120 

273 13491 

Feb 

71425-0050 71475 71400 29 

1.183 

Total 
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88*1181454 

Total 
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884*9 

M PIATWM NYMEX (50 Tmy at; S/tray (EJ 

MW 

29875 -550 30200 29850 

5,477 25571 

M COCOA CSCE (10 Banes; SteOM) 


H LEAR HOGS CME (4«UX»e; CMtHto) 


Apr 

4215 

+55 

- 

- 

2 148 

JM 

309.75 

-425 31440 30940 

8432 58446 

May 

1662 

+66 

1880 

1990 

948 1,732 

JM 

61.750+1.775 61475 60200 2432 

14434 

Jud 

4155 

+65 

4185 

4145 

BBS 12.434 

te 

31850 

-425 32240 31940 

1457 10224 

Jd 

1652 

+54 

1858 

1564 4,460 25452 

JM 

60725+1.600 60475 59400 712 

5X20 

Od 

4085 

+65 


— 

8 531 

Dm 

33350 

-325 TW.S) 3^J«in 

2584 16.798 

top 

1672 

*41 

1679 

1010 

195 10439 

Aag 

50450+1.450 58400 57.100 410 

3,796 

Jon 

4049 

+65 

- 

- 

2 43 

Nto 

344.00 

-340 34450 34350 

102 

2577 

Dec 

1702 

*48 

1674 

1850 

362 14439 

Oct 

54.700*0550 54450 34425 281 

3307 

Total 





9B 13,160 

JM 

3S350 

-35350 35350 

16 

SO 

Mar 

1732 

+48 

1633 

1888 

338 9493 

Dee 

54425*0700 95400 54300 104 

335* 


Kerb etas 

Open in n/a 

tux car worn .n/a 

■ LME AM flffaW E/S Me 14736 
LME CMna eft ntr 1:000 


Sftt 1057 3 rts IfifflSfinfe 16918 9 rts 16S5S 


M TOSH MADE C0FPSI (COUS0 



ton DayM 

" 


ten 


priea chuga High 

LM 

tol 

M 

Apr 

83.10 -045 8310 

8255 

361 

969 

May 

6120 -065 6360 

62^5 

5,922 21(444 

JM 

8145 -040 8360 

8115 

273 

2.460 

JM 

83.75 -045 M40 

8290 

1230 1S3S 

Aag 

8165 -055 

- 

35 

1481 

top 

Sire -0.35 8370 

8110 

171 

5448 

total 
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PRECIOUS METALS 



M LONDON BLlLliOR HA8KET 




(Hick supped by N M ftataSi 




■ PM1AMBM WYM3 (100 Tit* m S/bn f au 

Jo 266 10 - 286.10 276.00 745 4.367 

Sip 286.10 - 266.00 26500 184 328 

Do 259.10 - 26000 Z5100 131 214 

TaM Ifitt BJSOS 

■ SUB COMEX SJOO Troy at; Cagatay aj 

Hq 621.5 -22 628 D 6100 6,781 37294 

JlU 625.7 -12 632.0 622.0 2JB5 19.003 

Ssp 6252 -12 6290 622.0 266 5206 

Dm G25j0 -0.7 6300 6200 430 11,196 

Jm 6242 -417 - - - 15 

Mr 622.4 -417 - - 179 2.509 

TntM 22261 63267 

ENERGY 

■ CSB06 OX- NYM3 n mo tanfe. 5/tancb 

UM OayV Open 

pries ctanpa Mali Law tol to 

Ms? 1552 4026 15. SO 1528 55296 45237 

Jud 1500 »009 16J17 1522 73257 1262k 

JM 1636 40.14 1638 16.12 21.772 54,445 

Am 16.53 4007 1665 1620 7.497 28266 

Sm 1650 *0.14 1880 1868 2.712 25.461 

Od 1ES3 *0.11 1684 (600 1,184 (GUM 

Total 170238476^58 

■ canoe Qi-fEsfluroo 

lAWt Dq*t Opon 

price dungs Ugh bs Vd to 

Jan 1445 - 1454 1435 15206 90274 

Jd 14.77 *6.11 1443 1469 5608 32519 

Aag 15.11 4816 15.12 14.38 (.473 18,895 

Sap 1524 *0.16 1525 1524 911 12.038 

Dd 1554 40.13 1527 1546 261 9263 

IBM 15jH - >0554 

Total da nta 

■ HEATM6 miWIBI(420aDU5qa6^cniSgrito 

Lntad toys OpM 

priea etanga Mgi Law tol tat 

MW 4320 40.14 44.10 43.60 13278 33266 

JM 4460 *026 4475 4425 8234 3t&6 

JM 4540 *021 4540 4505 1562 18238 

Am 4625 *026 4625 4620 1245 13201 

Sep 4725 *041 «725 47.10 B44 11280 

Oct 4845 *056 4545 4500 226 7,033 

T«al SUB7171236 

■ 6AS05«tSftna9 

Satt Oaf 1 * Open 

price ctooge Mgb Low M M 

B*r I3S2S -1.75 13575 134.75 5273 30200 

Jua 137.50 -2.00 13875 136.75 1207 17575 

Jd 13950 -200 14020 13950 174 99.487 

ring 14200 -225 14250 14250 Iff 393*3 

Sap 14450 -100 14500 144.75 27 11.1X 

Oct 14720 -250 14725 147.00 75 13.745 

WDOiaMW 


■ MWBML6A8K|1«0 tome pass ppftpig 

MW 9250 -0050 9250 9200 55 1250 
Jm 9000*0040 - 2.000 

Tdai a upss 

■ KATUHAL GAS KYMQt HCUIX] odtoc. Slua6(s4 


GeMOtarto 

OCX 

Opertng 

Moming ix 
Altonoon flu 
Days High 

Days Low 
nurictsdOM 
tins (to Mam 

1 nstt — 

2 mmbs 

3 months — .... 
SRmtRs 
Spot 

3 manta 
6 moons 
i m 
LSoucoto 
Knigsnanl 
Mapta Leaf 
tow Sovereign 


5 price 

E equfr 

SFi equhr 


UMari Dwk 


Open 

307.40-30740 




Priea ebanga Bgb 

Low 

VM w 

30730-30760 



May 

2455 -COM 2475 

2449 21.092 <1264 

307fo 

18336 

46T.411 

Jm 

2405 -0.013 2420 

2490 10346 37.151 

307.(5 

181060 

450484 

JM 

2430 -0.013 2445 

2520 

4,135 22455 

38740-30800 



Am 

2440 -41013 2455 

2430 

2498 20,407 

307.10 30740 



te 

2430 -0.011 2440 

2520 

1,732 15,715 

3074030890 



Oct 

2545-4006 2450 

2535 

1435 14405 

ifigMLMMtoUw(ftUSS> 

Tetri 



40,429 apes 

4.42 G mOHOtt . — 

_344 

M1MLBUO BAHUK 



438 12 wrtha .... 

170 

NYMEX (42J300 US rals.; cAE BftU 



pflny IB. 

LE eta aqnir. 


374.80 

627.40 

MW 

37525 

627.40 

376.K 

625.80 

JBB 

378.40 

62440 

JM 

5 price 

Eaqutr. 

Ang 

ta 

307-310 

103-185 

Oct 

72-78 

43-45 

TOOt 


LaSMt Day* Opan 

pries dnp Mgh In w u 

52.50 *0.02 5270 5200 16.456 38880 

5355 *006 5275 5Z3 T1J42 44.044 

5405 *015 5420 5325 3,649 14jE3 

5100 *028 5405 5X50 1.709 10^32 

5325 *020 5325 5300 43612387 

5120 - - 5220 154 4239 

H57S2S2S8 


Total dA- s/a 

m gHgEcsrfftoPbsidcadHatobBsftd 

May 24875 -1.75 251.00 247.00 27.744 79230 
Jd 25625 -1.75 25850 25420 27X70129,748 
Sep 262.75 -ZOO 26350 3T25 Z57Z 31311 
Das 268.00 -225 27120 26620 16B28109JK2 
Mar 27520 -225 27625 274 00 771 9253 

Hqr Z79L50 -Z50 28050 27800 31 673 

Total da DM 

MBArarUTE (100 tarns* Eptr banal 

Mar 7450 - 7450 7480 10 208 

Sap 7220 10 

lb* 74J50 - 842 

JM 7650 - - - . - 94 

ALar 7850 I 

Total 10 855 

M 8QTAHEAXS C8T pj.Dj£iM wU; cadaBOfc budd 

May 64300 *873 64350 63650 11538 31501 

Jd 041.70 -075 64S25 B36JS0 18294 68665 

Aag 64125 -125 64150 63750 1540 11525 

Sap 62450 -150 B2550 82150 388 2519 

No* 61750 -150 62000 61340 4275 38263 

Jm 62450 -240 02350 BZ140 65 1540 

Tatd a/a n/a 

■ artAgMMtc8nr<HUM0te mmu 

Mar 2864 *085 2870 2750 7282 38513 

Jd 2894 +058 2800 2816 83M 71.449 

Aag 2852 *05 6 2890 2807 1594 14,780 

Sap 2852 *055 2845 27.60 480 7,340 

Oct 2745 *055 2840 2755 173 8218 

Dae Z745 *056 27.75 Z740 1430 18530 

Total n/a Ota 

M SOTABEAP HEAL C8T (100 tons S/taQ 

Mar 1505 -34 1632 1584 11583 30407 

Jd 1605 -84 184.1 1601 7,999 49583 

Aug 161.B -36 1654 1615 2417 16417 

top 1624 -3.1 1688 1625 435 12494 

Oct 1523 -32 1644 1E2 196 5524 

Dm 1644 -34 1875 1645 15«0 19248 

Total nta ota 

■ POTATOES UFFE CD toaoBK £ per Inw 


MW 

70J> 

+7.0 

70.1 

65.1 

79 

Jh 

80JJ 

- 

- 

- 

_ 

Mm 

64.0 

- 

- 

- 

- 

Mta 

624 

_ 

- 

_ 

- 

Apr 

1404 

-94 

1474 

1404 

69 

Total 
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■ naaan- gsFroo ure Eiowfx pohg 
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1030 

-5 

1035 

1030 


Mw 

1025 

-5 

1030 

1025 

18 

JM 
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-W 

- 

- 

- 

JM 

935 

-15 

940 

935 

8 
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1070 

_ 

.a 

- 

- 

JM 

1090 

_ 

_ 

_ 

- 

total 

CtaH 

All* 



50 

BH 
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PULP AND PAPER 

H P(82Er OtoX flJSS, 24 aT tky 

Satt Days 

priea dungi MgO law «d 

JM 53540 -4.00 53800 53500 25 
Sap 65740 -450 56740 55740 10 
Tbtal 36 

rVTDBBUM 

H bases claa sedated bf CMS 


Minor metals from modi BUMn 

Eurepaan tree maritoL 1 par ED In wantouae 
paat wm** m bracteC). Andmonr: 984SK. S 
per tonne, 1420*1,570 115*0-1410). Ob. 
(mate min. 9949%. urma KXa 35KM.10 
(44D-4.1SJ, raitinhan 1 mu. 994596. cards a 
pound, 2840-3800. Cobatc MB toa mertm, 
min. 994%. 2*^40-2640; r*t 994%, 2040- 
2050 (19.75-2000). RMnnr mti 9949%, { 
par 78 ID flask. 15&-149 <138-14®. Mctybdi- 
auoB drummaa n xk y VCfa : adde, *50-4.40 
(OWaj. Satankvn: idn 985%, 1.70-240 
(1.70-250). Tungsten oik standard ton. 
«5». 3 per ante unC flOUq) HO, OF. *0-52. 
Vanadlunc min. 89%, CO, 040-645 (030- 
S.60L Uniomi Nucbbo u wwWdM ewiianue 
adua. 020 


MW 1750 *46 1732 1707 47 4,148 

Total 8319 71JD2 

M COCOA QCCOl (SORVtanw) 

Apr 17 Prtat Bn. toj 

OsW T 25657 124243 

M COffg uffE [5 LnawK 1/lnana) 

Hay 1982 *» 1994 1665 1433 16493 

Jd 1912 +12 1926 1910 I486 24415 

SBp 1867 +17 1879 1856 483 4549 

IMS 1827 +17. 1835 1820 15 1,467 

Jm 1737 +17 1800 1800 6 111 

Hv 1747 +17 1780 1750 22 122 

Total 4436 47,757 

M COfTEE *C* CSCE (37 JOCK cadafltaQ 

May 15050 -0.10 162.40 14850 1774 8483 

Jd 14540 -045 146.75 144,75 3J39 10401 

Sop 13955 -025 14050 13940 574 5448 

8m 132.75 - 133.75 13250 317 4474 

-Mar 128.15 *0.16 13000 12050 37- 1552 

May 127.15 -OIQ - - 21 666 

IMd 8446 30500 

H CUHtL: (EOj {US cante/pouafl) 

Apr 17 Pnn. day 

comp. Mr J 23.7S 12355 

15riw Buenw 12146 12140 

H «WTE SOEM LIff (50 Bnoee; jAwis) 

Jot 2S 22 *09 2525 3*8.7 1,1SB 17,472 

OeJ 2564 +04 2564 2535 525 6437 

Dec 2615 +1.1 280.1 2588 89 1.436 

Mar 2672 +14 2554 2655 17 1459 

Mw Z7T7 +14 2704 2704 - SM 

Ac® 276.7 +74 2724 2724 10 102 

Total 1409 294® 

M S86AB H' CSCE pTZOOPitw aa&Bat 

MW 845 *0.03 647 843 7582 41401 

Jd 847 +0.11 847 888 8410 7231Q 

(to US +0.13 815 648 3436 46419 

Mar 942 +0.13 941 850 1428 21,729 

day 848 *0.11 947 949 157 2485 

Jd 174 *111 168 945 22 3.498 

nw 2),anp2 

M CCTTM WCE (MWffiBH; cantetej 

Hay B25D *143 6249 6240 6469 11732 

Jd 64.08 +050 6431 6350 6JOOB Z7544 

Oct 67.00 *0.15 6740 6645 210 3596 

DOG 6142 +0.12 6850 6745 1441 31488 

Mar 6043 -402 B9L75 R914S 278 BJ3S9 

May 7155 -469 7130 7411 113 2543 

ratal 1100 XUS 

■ ORANGE JOKE NICE plOWta; enfla) 


Mw 

9275 

+120 94J3D 

9220 1^80 10436 

JM 

97.15 

+1.15 9840 

9545 14T9 10484 

Sap 

100.15 

+1.10 10140 

9940 

278 5493 

to* 

10200 

+145 10440 10140 

30 3444 

Jm 

105.40 

+145 105.00 10540 

46 1487 

tor 

10840 
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_ 

19 811 
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Open tmorest tatafe » ferafl saw mcrthi 


INDICES 
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Apr 2D Apr 17 moan ago 
18410 16465 1888S 
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Apr rt Apr IB Bantu age 
225.10 225J6 

M 6SC1 SPX ItoM 1970-100] 

Apr 17 Apr TS moattaga 

167.88 16942 15806 

uw nB9ansE nocn m 


teMum Met 

Conm 

Uad 

MM 

a* 

Tta 


-2450 

to 

624,775 

+100 

to 

49JS0 

-LB 

to 


+325 

to 

107,450 

*ia 

to 

B5448 

-93 

to 

4(5450 

*40 

to 

7480 


M 58450*4700 51700 57400 18 

total 3781 

■ row BHUES CUE t-;3J00Big; cantt/Sa) 

May 62425*3400 62425 60.150 1537 

Jd 51,150+1003 61.150 58400 880 
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Sep 54.000+3400 54000 53500 2 
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Told 1508 
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—Fata— 
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JM 
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top 

Jua 
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JU 

Sap 

M 

Sap 
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52 
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94 

119 

82 

152 
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109 

in 

192 

JM 

top 

M 

top 

85 

94 

12 

20 

48 

77 

20 

26 

35 

62 

32 

38 

Jin 
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Jri 

- 

- 

30 

36 

45 

- 

48 

- 

33 

84 

82 
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**■ *poi TM. loan Km) 350 £787 

■ one 


Grid (per DDjMB)* 
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PHkan (par te <bJ 
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to (tab Lumpm) 

Da (tow ftrt) 
case (he wrigm 
Stow (Bn wafgbg 

ngste wnwt 
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a** m m 

ttttt (US »3 TdkM) 

Whsd |B Dwk Norm 

tete (M«¥ 

flHUw(Jn)V 

Rsritoer fHL RSS Hoi) 

Cows* 01 (RW6 

PtoiOB9WW}§ 

CDpacmoi 

Some&ntB) 

CDBDB OaBooMt' MB 
woDBopc (64a supari 
CwbredretoWM 
WB iisiiM CMrtgyJ 
nuawka. tHtawHS 
MdStasdL 


S3074S 4.10 

62260C -400 

54T440 +150 

S32490 +1U 
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4500c 
2DJ0r 

2S95 +140 

'XWl rn m 

11428p 

7145P -• 

$227.40 -440 

52(870 -SJW 

ttsj 

Emoo 

unq 
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47.75P 
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B«4r 
6775 
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ACROSS DOWN 

1 ^ ia 2 Total revealed and unac-' 

10 Came across gold dreulafr 3 fo^aige cf two 

4 fi55iaw fc — ; 

is avt i 3 ® raduat 6 taking unruly 

18 nL r hi^-. extreiIie y mob to dance (5) 

13 IV. . 6 rd ” cooked with my 

i3 Udd-jocmen wiffi no work stuffing (91 

OV^Crf 116 and * bit left 7 ^ volume dispensing 

“Sfl.’S®" i ” hUafereS 8 VeryjDuAllflg. appeaI . 

.SSSS 

badly with an open fog Germany (6) 

laaataS UM totory 

"Sip™ 17 5SS2SSJB& ” 

^auiw vessel gom* 18 Reportedly « n {lrithoat 

» 3»sw * 0 - 19 SM 

round T-sedtion of carpen- use eas ni 
23 Metropolitan 21 ^mdlesslFsbows a afl 
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via Tonga perhaps? Right *** 
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LONDON STOCK EXCHANGE 


Takeover hopes drive Footsie back towards 6,000 


FTSEAB-Share index 


BpftyetMrMtraferf 

tSmmr^menaM 
SB 


wuam 

By Steve Thompson, 

UK Stock Market Bfltor 


The stock market regained 
some of its recently lost 
poise yesterday, recovering 
well from last week's sell-off 
which saw the FTSE 100 in 
full retreat on each of the 
four trading days. 

Behind the rally in share 
prices was real and 
rumoured takeover news, 
plus the impetus of Friday’s 
performance by Wall Street, 
where the Dow Jones Indus- 
trial Average rose about 85 
points to a record close. 


Asian markets also pro- 
vided a boost to sentiment 
led by Hong Kong where the 
H?ng Seng index moved up 
more than l per cent But 
flurries of profit-taking and a 
disappointing performance 
from New York at the open- 
ing of US trading yesterday 
ensured the FTSE 100 fin- 
ished the session well off its 
best 

The Dow' never looked 
comfortable during Euro- 
pean trading hours yester- 
day, sliding from the outset 
and posting a 35-point 
decline not long after Lon- 
don closed for the day. 

At the close the FTSE 100 


was left with a 31.9 gain at 
5.954.1. well short of the 
day's best, which saw the 
index race back towards the 
6.000 mark only to falter at 
5.993-2. 

The second-liners and 
small-caps delivered solid 
performances. The former, 
the FTSE 250, dimbed 7.7 to 
5,526.9, compared with a ses- 
sion high of 5.530-7 and only 
31.5 away from its all-time 
closing high of 5,558.4. 
reached at the start of the 
month. 

The FTSE SmaUCap edged 
up 3.4 to 2,627.1 and is now 
only 13 points away from its 
record close. 


A UK public sector bor- 
rowing requirement of 
£7.2bn in March was well 
below the consensus forecast 
of £8bn and encouraged sen- 
timent in both gilts and 
equities at the start of a big 
week for economic news. 

The actual takeover news 
concerned Courtaulds, 
where Akzo, the Dutch 
group, launched an agreed 
£LB8bn offer for the UK com- 
pany. Courtaulds shares 
edged above the 450p-a«hare 
Akzo bid price at one point, 
leading some market observ- 
ers to speculate on the 
potential for a counter bid- 
der or bidders to move in. 


Dealers insisted there was 
more takeover action In the 
pipeline in the short tens, 
with the utilities arena 
attracting plenty of support 
in the wake of the govern- 
ment’s go-ahead last Friday 
for the Texas Utilities hid tor 
the Energy Group. 

Market makers are bracing 
themselves for a busy week 
as a series of important sta- 
tistics are unveiled. 

This TTwiming brings infla- 
tion data, while tomorrow 
there is the unemployment 
report, earnings details and 
M4 lending. 

Retail sales numbers are 
diip on Thursday and first- 


quarter gros s domestic prod- 
uct figures on Friday. 

Some dismiss the concerns 
over the possibility of 
another rise in UK interest 
rates as overplayed, but still 
see potential downside in the 
short term. 

One market maker said 
that 183 points off the Foot- 
sie last week was no bad 
thing. “The market will be 
he althier for It and there is 
potential for another 200 
points as well,” he said. 

Strategists see the market as 
more likely to tread water in 
the short .term. 

Turnover at the 6pm cut- 
off point was 63 2m. 
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Akzo bid 

boosts 

chemicals 

S55R5i5jffSff “ 

By Peter John, Marlin Biice and 
Joel KBuzo 


Confirmation that Akzo of 
the Netherlands Is to pay 
450p a share for Courtaulds 
pushed the latter up 7% to 
450p. 

The shares were higher in 
early trading as the bulls 
pushed their case that 
Akzo’s move was not the 
endgame but merely the 
opening gambit. 

Martin Evans at Suther- 
lands said: “At 450p and 
with third-party interest 
very high, this stock is as 
cheap as chips.” 

But others were convinced 
that it was checkmate for 
one of the UK’s most famous 
chemicals companies. One 
disconsolate analyst said: 
“By raising the white flag to 
Akzo, Courtaulds manage- 
ment are underselling some 
premium quality assets.” 

Bank of Scotland headed 
higher as investors took a 
view on the company's foil- 
year figures due tomorrow. 

The hank is expected to 
announce a profit of £734m 
after exceptionals compared 
with £666.4m the previous 
year. But Merrill Lynch has 
just upgraded its end of year 
figure by 3 per cent to £78lm 
and its 1998 and 1999 figures 
by 5 per cent to £875m and 
£934m. 


Merrill is believed to be 
around the top of the range 
of estimates, at least for this 
year's figure. It has been 
reworking its numbers in 
response to the benign cli- 
mate of stable margins, Oat 
provisions and rapid asset 
growth that was reflected in 
the recent round of big bank 
results. The shares ended 
the day 11 up at 778p, one of 
the biggest percentage gains 
in the sector. 

Centrica fell 1% to I06%p 
as the recent downgrade 
from “buy" to "hold” by SBC 
Warburg Dillon Read 
weighed on the stock. There 
is also speculation that the 
gas supplier, which trades as 
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British Gas. might be plan- 
ning to expand within the 
electricity sector by buying a 
power station- Some ana- 
lysts argue that acquisitions 
in the sector are unlikely to 
be wi r n^ g 5 enhancing. 

Among transport stocks, 
two were among the leading 
performers in the FTSE 100. 
British Airways benefited 
from two strands of thought. 
The stock gained 17% to 625p 
in 6.4m traded after a report 
that the company was to cre- 
ate 15.000 jobs in three years, 
7,000 of them within a year, 
following an increase in 
business at Heathrow and 
Gatwick airports. 

There was also said to be 
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growing anticipation of EU 
approval of the planned alli- 
ance with American Air- 
lines. 

Positive sentiment on air 
travel saw Air London up 
18% at 33Sp, although BAA. 
semi as more of a retailing 
stock, was merely firmer at 
615%p. 

Halftrack pushed through 
the £10 level as the stock 
rose 42% to £10.05%p follow- 
ing favourable weekend 
press comment. 

The continued strength of 
sterling, which remained 
stubbornly above the DM3 
level, continued to hurt 
shares in manufacturers 
exposed to overseas earn- 
ings: LucasVarity was also 
affected by a report that it 
was to pull out of £300m dis- 
cussions to purchase South 
Mando, the Korean brakes 
maker, after disagreements 
over price. LucasVarity 
shares were off 7Y« at 253Y4p. 

Rolls-Royce, which hedges 
part of its exposure to ster- 
ling strength, was down 2 at 
266p, although British Steel 
rose 2 to 147%p following 
reports that it could settle 
its accounts in euros to min- 
imise the impact of currency 
movements on its profits. 
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SmithJQine Beecham 
bounced 10 to 73lp ahead of 
figures today as SBC War- 
burg Dillon Read raised the 
stock to “add” from “hold”. 
The shares have fallen 
sharply over the past five 
trading days on disappoint- 
ment at the outcome of the 
latest research and develop- 
ment meetings held by the 
company in London and 
New York. 

In contrast with Smith- 
Kline, Glaxo Well come fell 
12 at £16.48 and Zeneca was 
flat at £25. 

British Biotech fell 2Va to 
56% after the company con- 
firmed it was uridear investi- 
gation by the US Securities 
& Exchange Commission 
and said it was instigating 
disciplinary proceedings 
against its hpwri Of cHniral 
trials. 

Pace speeds up 

Pace Micro was up 7% to 76p 
after Sky Network, the New 
Zealand pay television com- 
pany, Pace would sup- 
ply It with digital decoding 
equipment. 

International Greetings, 
the Aim-traded greetings 
card company, benefited 
from a tip-sheet push and 
gained 60 to 457%p. Volume 
in the illiquid stock was said 
to be small, however. 

Mice Group was firmer at 
17V4p in brisk trade of 2An 
shares after the conferences 
and exhibitions company 
unveiled a 39 per cent pre- 
tax rise to £L7m. Analysts 
were said to be upgrading 


forecasts for this year from 
about cam to about £2J25m. 

Two erf the UK’s biggest 
food retailers Tesco and 
J Sainsbnry moved ahead 
after Goldman Sachs reiter- 
ated Its positive stance on 
both stocks. The former, 
which reports fall year fig- 
ures today, advanced 15 to 
597p, while the latter hard- 
ened 5 to 487p, 

Tesco Is expected to report 
profits around the £826m 
mark today. 

Analysts At Goldman 
Sachs said: “Our preferred 
stocks are Tesco and J Sains- 
bury.” The broker also rates 
Safeway, up 3% to 368%p, 
and Asda Group, l •/* lighter 
at 2ii%p. 

DFS Furniture was the 
best-performing stock in the 
FTSE 250 index, gaining 
23%p or nearly 7.7 per cent 
to 329p nhpqA of interim fig- 
ures tomorrow. Profits are 
expected to be about £173tn. 

Dealers reported active 
buying of the stock by a 
leading institution. Volume 
was 2.1m with the demand 
said to have helped dear a 
large sell order. 

Music giant EMI Group 
rose to the top of the FTSE 
100 best performers list an 
speculation that Canada's 
Seagram was in talks to buy 
the company. 

The shares jumped 24% or 
5.26 per cant to 490p in- trade 
Of L8m_ 

' However, analysts doubted 
that the Canadian group was 
about to make such a move 
and attributed the advance 
to a recovery after a period 
of sustained weakness in the 
shares. 

In drinks, Diageo firmed 
7% to 682 on talk of an 
impending disposal. Allied 
Domecq rose 11% to 621% on 
reports it bad rejected an 
approach for its retailing 
division. 

But Cadbury Schweppes 
fell 13% to 860p with Morgan 
Stanley said to have down- 
graded its recommendation 
on the stock to “neutral" 
from “outperform” 
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Advancing equities brighten a dull day 


w^ovEMmi 

Equities mostly pushed 
ahead on a broad front in 
Europe, racking op a smat- 
tering of record highs In 
Spite of a dull day for the 
bond markets, writes Jeffrey 
Brown. 

At the close, Frankfurt, 
He lsinki . Copenhagen and 
Brussels had all nudged 
deeper into uncharted terri- 
tory, although activity was 
light and dealers reported 


little real weight of buying. 

The dollar supplied solid 
support, hardening visibly 
against the yen and edging 
upwards against the main 
European currencies- But on 
the whole the day had a sub- 
dued tone. Paris, for exam- 
ple, traded a sub-average 
lO.Ttn shares. 

The absence of focal points 
looked to be part of the rea- 
son. Economic data this 
week is thin on the ground 
both in Europe and the US. 


where today's Treasury bud- 
get statement looks the mast 
obvious high point 
Best bet among brokers Is 


technology-related leaders. 

Nokia and Philips are 
widely expected to produce a 
strong turn of speed this 


for a March budget deficit of week and so is SAP, the Ger- 


less than $i4bn, or roughly 
one- third of the the red num- 
ber nm np by the US admin- 
istration a year ago. If so, US 
bonds could shortly take 
fresh heart 

In Europe, the main focus 
was earnings, with eagerly 
awaited first-quarter state- 
ments due from a plethora of 


man software leader which 
has achieved one of this 
year’s more dazzling stock 
market performances. 

Sentiment was also 
propped up by financial sec- 
tor consolidation stories, 
which continued to flow at 
near flood-warning rates. 

Allianz, the German 


insurer, and French banking 
leader BNP were among the 
mare visible candidates. The 
former was said to be set to 
forge closer links with 
Dresdner, number two in the 
German hanking league. 

But it was perhaps left to 
Tokyo to supply the day’s 
most eye-catching share 
price movement where Nis- 
san Motor tumbled a foil 9 
per cent after Friday’s late 
warning of rapidly dwind- 
ling profits. 


Tbe setback extended Nis- 
san's decline since late Janu- 
ary to 26 per cent and it 
helped underscore the weak 
condition of Japanese corpo- 
rate earnings. 

However, some brokers 
have begun to pinpoint the 
bottom of the immediate 


EME RGING MARKE T FOCU S 

Little spring in 
Prague’s step 


0 


Prague has remained 
isolated from emerging mar- 
ket trends. It was already 
down and out when the 
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cyde. By the second half of Asian crisis hit and it has 
1998 profits should be show- failed to achieve a convinc- 


ing signs of a recovery, 
according to Nomura Securi- 
ties. T3ae broker is looking to 
cost-cutting for the upturn. 


US blue chips Techs take Dax to new high 
dip as bonds KBS » i a iB BMia iaMBB»g •■ssasj 

Sharp in the high-tech Apfl a or LS -per to 917 
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AMERICAS 


Investment sentiment was 
mixed cm Wall Street as blue 
chips woe sent lower, but 
many technology and drugs 
stocks were marked up, 
writes John Labate in New 
York. 

By early afternoon, the 
Dow Jones Industrial Aver- 
age had fallen 52.31 at 
9,115.19. The Stan- 
dard & Poor's 500 was down 
by less than one point to 
U1U8. 

Investors were more bull- 
ish towards technology 
shares small-cap stocks, 
sending the Nasdaq compos- 
ite 20.07 higher to L88&67, a 
gain of more than i per cent 
The Russell 2000 also gained 
ground, up 2^6 to 489.27. 

“Bonds have been under 
pressure all day, but the 
market is bolding up pretty 
well,” said Bill Meehan, ana- 
lyst at Cantor Fitzgerald in 
Connecticut 

Treasury prices fell as 
dealers prepared for a heavy 
week of new corporate debt 
issuance. At the same time, 
the morning market was hit 
by speculation that Robert 
Rubin, treasury secretary, 
was near to resigning his 


Webber raised its rating. 
Shares of Eli Lilly also ral- 
lied, up or more than 5 
per cent to $72&. 

Cyclical and financial 
shares in the Dow pulled 
back. DuPont, the rhgmieaTfl 
company, plunged $2& to 
S74ft after CS First Boston 
cut its rating. 

As bond prices fon, bank- 
ing shares pulled back. 
Chase Manhattan lost S2R to 
$L34A and JP. Morgan was 
down $3 to $141%. 

Shares of Cendant contin- 
ued to recover from last 
week's sharp sell-oS. Shares 
were $2% higher to S23&. 

hi the technology sector, 
semiconductor shares ral- 
lied, with chip equipment 
maker Novellus more than 7 
per cent higher to $46£- The 
Philadelphia Stock 
Exchange’s semlconducor 
index was up 9.61 or &2 per 
cent to 310.79. 

Other computer sectors 
were also strong. Gateway 
2000 climbed more than 5 per 
cent to $50%. 3Com, the com- 
puter networking company, 
rose *1* to $34*. 

TORONTO was flat at mid- 
session on the bade of some 
profit-takin g in the banking 
sector. The TSE-300 compos- 


BJR0PE_ 

Sharp ep»t« in the high-tech 
banking sectors E limi- 
nate d the way ahead for 
FRANKFURT, and the Xetra 
Dax index added 81.30 or L5 
per cent to close at an 
an-time high of 5,407.93- 

The high-tech sector was 
the day’s winner. SAP 
surged DM3S.40 to DM938.45 
on expectations the group 
would report strong first- 
quarter data today. Analysts 
said the s oftware group was 
likely to enjoy strong sales 
fhig year, t ho u gh not at the 
same pace seen in the first 
quarter of the year. 

Computer 2000, soon to be 
taken over by Tech Data of 
tire US, soared DM50.10 to 
DM750.10 after it forecast a 
sharp rise in 1997-98 eam- 
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post, although the Treasury ite index edged 335 weaker 


denied the rumours. 

Drug stocks were espe- 
cially strong risers. Pfi2er 
climbed $7ft to $112& soon 
after an analyst at Paine 


at 7,761.40 in low volume of 
almost 37m shares. 

Among individual stocks, 
Ballard Power Systems 
jumped C$635 to 0516025. 


Mexico City improves 


MEXICO CITY was higher 
on expectations of firm earn- 
ings announcements by Mex- 
ican companies. The IPC 
index rose 2331 to 5,1073. 

SAO PAULO was tittle 
affected by the death of Ser- 
gio Motta, communications 
minister, at the weekend. 
The Bovespa index rose a 
marginal 2 to 12.110. 


The government named 
Juarez Quadras as an 
interim minister and Lulz 
Carlos Mendonca de Ban-os, 
president of the National 
Development Bank, as head 
of a committee to oversee 
the telecoms privatisation 
plan, sending a message to 
investors that the privatisa- 
tion would proceed. 


Johannesburg climbs again 


SOUTH AFRICA 


Johannesburg overcame 
Friday's mild pullback, clim- 
bing to another all-time high 
as foreign and local inves- 
tors ploughed cash into 
industrial and blue-chip 
stocks. The overall index 
gained 164 or 2 per cent to 
8358.7. Anglo, up R13.60 at 


R294, and De Beers. 200 cents 
higher at R136, led the 
charge. 

Chemicals and oils group 
Sasol climbed R53G or 103 
per cent to R56.10, boosting 
chemicals and industrials. 

Industrials rose 28L5 or 2.7 
per cent to 9,942.7 while 
golds were 4.9 higher at 
940.7. 


ings and the possibility of 
resuming dividend pay- 
ments. 

Financials were again in 
focus. Dresdner B ank added 
DM4J5 to DM9930 on a fresh 
wave of speculation that it 
was poised to announce a 
merger, possibly with two 
Bavarian banks and its ally 
Allianz. At the same time. 

buy rwm inmgwdatinng from 

a number of major bouses 
helped the shares ahead. 

Allianz, meanwhile, was 
marked DM7.50 higher to 
DM619 as it declined yester- 
day to comment on the spec- 
ulation. 

Deutsche Telekom rose 
DM1.35 to DM46.65 with 
strong demand said to be 
coming from the US. 

Among the carmakers, 
Volkswagen picked up 
DM3030 to DM1,49230 amid 
reports the company 
planned an improved offer 
for Rolls-Royce Motors in the 
UK. 

PARIS peaked above the 
3300 point level on the CAC 
40 index, but pulled quickly 
back as the dollar gave up 
early gains and Wall Street 
ma de an uncertain, start. The 
blue-chip index finished 
24.11 higher an the day at 
3385.69. 


Dior provided a glittering 
performance, rushing FFr82 
or 113 per cent higher to 
FFr814, albeit in modest vol- 
ume, as first-quarter sales, 
hit by A«ri« troubles, In 
better than many expecta- 
tions. LVMH, 41 per cent 
owned by Dior, rose FFr62 to 

FFr1333. 

Bouygnes gained FFr44 to 
FFr1,006 on a report that the 

f-harrmpn ha d enlht td tha 

help of a US investment 
bank in a dispute with a new 
shareholder. The share was 
also helped by news that 
Cable & Wireless had sold its 
stake in Bouygues Telecom 
to Telecom Italia. 

Computer maker Bull 
jumped FFr5.10 or 6.9 per 
cent to FFr79 on recent 
upgrades after the company 
anno unced ambitious profits 
t a rge ts at the start of the 

month . 

ZURICH turned higher 
after the declines of the pre- 
vious three t rading sessions, 1 
led higher by rebounds in 
Novartis and Roche. The 
SMI index finished 46.4 
higher at 7300.1 after profit- 
taking had pulled the index 
down from the day’s high of 
7332.0. 

Novartis jumped SFr23 to 
SFI2364 while Roche certifi- 
cates added FFr285 to 
FFr15,285. 

Nestle, on a downward 
track since it posted an 
all-time high of SFT2371 on 
April 6, continued lower, 
closing SFr39 down to 
SFI2.798. 

Holder-bank, the cement 
group was marked SFr5 
higher at SFri.630 as CSFB 
maintained ite buy recom- 
mendation ahead of today's 
annual news conference. 

ABB rose SFr7 to SFi2380. 
Late on Friday, Martin 
Elmer's BZ Group said it bad 
raised its stake in voting 
rights to 11.6 per cent 

Among financials, Zurich 
Insurance rose SFrl4 to 
SFiSSl while the often vola- 
tile Baloise jumped SFlfl.625. 

AMSTERDAM pushed 
higher on earnings opti- 


Land tender lifts Hong Kong 


ASIA PACIFIC 


Unexpectedly strong results 
from Friday's land tender 
and gains on Wall Street 
offered encouragement to 
BONG KONG and the Hang 
Seng index climbed 15031 or 
L4 per cent to close at a ses- 
sion high of 11,151.63. 

Turnover, however, 
shrank to HK$S3bn from 
Friday's HKS83bn, and tech- 
nical analysts cautioned that 
the market was showing 
weak signals, suggesting a 
pull-back was on the cards. 

Sun Hung Kal Properties 
led the way higher, rallying 
HKS2.B5 to HH$5L25 after its 
Harsco business won the 
43,143 sq m residential plot 
at Leighton Hill Causeway 
Bay, at a government land 
tender for a higher-than- 
expected HKJS.Qra. 

The optimism rubbed off 
on Cheung Kong, which 
added HKJ135 to HKSSL25, 
and New World Develop- 
ment, which ended 40 cents 
higher at HXS2S.15. 

Investors are awaiting fur- 
ther guidance from tomor- 
row's land auction when the 
government will auction 
sites in Sbeung Shui in the 
New Territories on Peking 
Road, Trim Sha Tsui. 

Cathay Pacific rose 50 
cents to HKS7 45 on Specula- 
tion over changes to the car- 
rier’s shareholder structure. 


Nissan Motors 

SMi price Qtffl) 
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TOKYO traded narrowly 
in low volume, levelling out 
after a decline of almost 600 
points in the three days to 
Friday. The Nikkei 225 Aver- 
age ended a bare 6.70 lower 
at 15,697. 

Volume was low with 
283m shares chang in g hands 
compared to 440m on Friday. 
Brokers said the market was 
rangebound, with investors 
awaiting further details of 
the government’s latest stim- 
ulus packag e. 

The Nikkei 225 traded 
within a band of 1539835 to 
15,729.77. The Topix index of 
all first-section shares was 
also subdued, closing 0.06 
lower at 1, 21238 . 

The government is widely 
expected to provide a more 
detailed account of its 


Yl6300bn economic package 
this week. Brokers said the 
mood was fairly tense. “Sen- 
timent could swing either 
way," said one trader. 

Nissan Motor was the 
most active first-section 
stock after a warning on Fri- 
day erf a steep fall in profits 
for last year. The shares fell 
Y44 or 9 per cent to Y447. 

Nissan Diesel, which is 40 
per cent owned by Nissan 
Motor, shed Y15 to Y1G0. A 
debt downgrade by Moody's 
left Mitsubishi 03 Y13 lower 
at Y195. 

National Securities, which 
an Friday announced plans 
to reduce its capital, gave up 
Y8 at Y107. Takeda Chemical 
lost Y80 at Y337Q on media 
reports that certain group 
drugs may lose health min- 
istry approval. 

TAIPEI was hit by heavy 
selling of electronics shares 
and closed down 23 per cent 
The composite index lost 
21736 to 830836 after a vola- 
tile session. 

Shares gained ground in 
early trading on hopes that 
ASE, the microchip tasting 
and packaging company, 
would rally after it went ex 
dividend. However, lingering 
negative sentiment sur- 
rounding electronic shares, 
which weighed on the sector 
last week, again dragged the 
market lower. 

The sector lost 5 per cent 


although late bargain-hunt- 
ing cut some of the earlier 
losses. ASE closed at TSL0&5 
while Acer tell TJ43 to 1*62. 

SEOUL finished weaker 
with traded volume of only 
35.7m shares, the lowest for 
a full-day session this year. 
The composite index lost 535 
or 1.4 per cent to 435.73 
although analysts said for- 
eign demand for bine dhipq 
had limited the fell. 

Kia Motors bounced 
WoniQO to W ons.OOO as 
union employees said they 
would work halfdays from 
today, ending the five-day 
strike that began after the 

ailing i^pruifcw W3S pnt mtn 

court receivership. 

But Ssaneyong Securities 
fell Wan565 to its daily limit 
low of Woo4,155 as the 
Financial Supervisory Com- 
mission announced that the 
group's capital adequacy 
ratio had fallen under 100 
per cent, sharply below the 
minimum acceptable ratio of 
150 per cent 

BANGKOK lost ground on 
thin trading as concerns 
over Thai banks' first- 
quarter earnings depressed 
shares. The SET index fell 
432 or 1 per cent to 43437. 

The finance sector lost 
almost 3 per cent, while the 
banking sector declined l 
per cent Securities One, the 
day’s most active issue, fell 
Bt0.7 to Bt7A 


rniurn Ahead of first-quarter 
results, Philips, Akz o Nobel 
and Baan all staged strongly 
and the AEX index ended 
19.65 higher at 1.18L41. 

Philips rose FI 7.60 or 5 per 
cent to FI 15830 while Akzo 
Nobel gained FI 1930 to 
FI 43R The two report tomor- 
row. Akzo was also buoyed 
by confirmation of a $3.lbn 
UK takeover, which propels 
the group to the top of the 
global paini» market Baan 
added F13.70 to FI 10730 in 
advance of a results state- 
ment late yesterday. 

Brewers were active, with 
Grolsch rising FI 430 to FI 62 
on a renewed outbreak of 
talk that Interbrew, the Bel- 
gian giant, was teeing up a 
bid. Heineken rose FI 18.40 to 
FI 500.40. Among finanriala 
ABN Amro added F1L20 to 
FI 54.10. 

MADRID finned in spite of 
late profit-taking triggered 


by softness on Wall Street 
The general index rose 12.08 
or 13 per cent to 917.45 as 
utilities weathered profit- 
taking that weighed on other 
blue Chips. 

Endesa, the electric and 
gas utility, rose Pta65 to 
Pta4,055, and Iberdrola, 
which produces and distrib- 
utes electricity, added Pta20 
to Pta2.535. Telefdnica 
declined Pta50 to Pta6,660 on 
profit-taking. 

MILAN closed margmaHy 
lower although banking 
stodcs rallied on continued 
expectations of mergers. The 
Mibtel index fell 101 to 
25499. 

Banca Commerclale Ital- 
iano rose L477 to L10.313 on 
Speculation Of an imminent 
merger announcement, 
while Banca di Roma gained 
1414 to 13364. 

HELSINKI j umped elmngfc 

3 par cent- thanks to active 
buying by foreign investors. 
The Hex Index rose 135.73 to 
436637, with Nokia, forest- 


ing bounce-back since. 

Instead, the PX 50 has 
reflected political events 
since the (Sech government 
fell to November. 

Sentiment finned when 
Josef To§ovsky, the governor 
of the central bank, was 
appointed caretaker prime 
minister at the start of the 
year. But the market fell as 
it looked increasingly 
unlikely that the opposition 
Social Democrats, who are 
leading in opinion polls, 
would be able to form a sta- 
ble majority government 
after the June elections. 

This raises the risk that 
the former right-wing gov- 
ernment’s belated reforming 
zeal - which has been car- 
ried through by Mr ToSov- 
skjr - will stop. “The biggest 
worry is that there is no 
dear winner after the ele- 


ment of an aggressive Secu- 
rities Commission at the' 
start of this month. 

There is also the prospect 
that the market's poor 
liquidity will be relieved by 
investment fund reform. 
Many Hands have begun saH- 
ing off their shareholdings, 
combining to sell large 
stakes off-market at a pre- 
mium to strategic investors. - 

However, tbe economic' 
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tion says Jan Sykora of slowdown and tight nxone- 
brokers Wood & Co. tary policy have taken their 

Even when the new coali- toll on corporate results, 
tion finally puts together a Banks have reported terrible 
programme, it is not likely earnings as they put aside 
to be one investors wfll want reserves to cover bad debts, 
to hear. The Social Demo- “investors are looking for 
crats propose deficit budgets stocks isolated from domes- 
wwri delaying privatisation tic trends," says John Inmax 
and deregulation, which of HSBC. Their main bolt 
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could hurt the stocks of hole Is SPT, the fixed-line 
hanks which are awaiting telephone monopoly, which 


ries and financial* leading btiiff. 


privatisatian. and CEZ, the 
dominant power company 
whose aaming g are depen- 
dent on energy price deregu- 


the rally. 

Nokia closed up FM2L50 to 
FM356. The company is 
scheduled to release Its first- 
quarter earnings an Friday 
and in vestor s have started to 
discount favourable earnings 
figures. 

Forestry shares were 
higher, with Enso up FM130 
to FM59.60. 

Written and edited by 
Micha el Morgan, Jeffrey 
Brown, Rwflm Terazono and 
Pan! Gregan 


Investors have been 
cheered, however, by 
improving economic figures, 
with gross domestic product 
and the current account 
recovering an the back of a 
strong export drive. Growing 
unemployment indicates 
companies are at last 
restructuring. Infla tion and 
interest rates appear to have 
peaked as domestic con- 
sumption is controlled. 

The seedy image of tbe 
market could also be revised 
soon, following flip establish- 


bas a weighting <rf about 18 
per cent in the market, and 
has benefited from compari- 
sons with Matav, Its counter- . 
part in Hungary. 

“SPT is a genuine earning* 
growth story," says Alexan- 
der Angel! of Wood & Co. It 
also appeals to a broader 
spectrum of tnvestore, such 
as technology funds." 

Mr Angell believes that 
while most Investors will 
wait for the election and wfll 
want to see whether the 
crown depreciates further, 
some may return earlier in 
order not to be caught out 
by tbe lack of liquidity. 

Robert Anderson 
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Who did. 


V f the first 

multi-currency check receivable 

securitization deal in the world? 
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Tie nght io.ee B d ; wh.ch shodd re,d I ■» global bank in Turkey”. The bank which issued 
first 144A Eurobond, the first 1FC B Type Securitized Loan application and the first US 
Commercial Paper from Turkey. Garantt Bank in short. Wouldn't you invest in a banif 
where all the benchmark transactions come from? ^ 
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